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THE IDEAL CHRISTMAS 
GIFT THAT BOOSTS 
YOUR 1938 LOAD 


@ This will be a typical scene in many homes on Christmas morning .. . 
make it come true in the homes on your lines. 

The new Anyheet Control SILEX builds additional load for you . . . adds 
new KWH. Not only does the Anyheet Control SILEX brew better tasting 
coffee . . . electrically, but it keeps the coffee at drinking temperature for 
hours . . . electrically. 

The tremendous national advertising effort SILEX is putting behind this 
new model can increase your load . . . if you tie-in with it. Push the sale of 
Anyheet Control SILEX this Christmas and reap the benefits with more 
load in 1938. 

Whether you merchandise or not, SILEX has a plan that will help you. 
Write for it today. The Silex Company, Dept P, Hartford, Conn. 
Anyheet Control SILEX, black trim $6.95—red trim $7.45. Other electric 
models from $4.95 to $10.95. 


THERE IS OINLY ONE 


TRAOE AM MECISTERED US BAT OFF 


GLASS COFFEE MAKER 


All Silex glass coffee makers have Pyrex brand glass, guaranteed against heat breakage. 
BREWING COMPLETED WITHOUT REMOVING GLASS, FROM STOVE. 
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FACTS... 


at Help Cut Tire Costs for Public Utilities 


Vhen you purchase new 
s for your trucks—do you 
w how much mileage to 
t? Do you know exact- 
e size and type of tire to 
t? Do you know what 

present tire costs are, 


what they should be? 


o get facts for tire buyers 
drich engineers have de- 
ped “The Truck Tire 
ulator,” a simple, scien- 
“gadget” that enables 
drich dealers to put 
hey-saving information at 
buyer’s fingertips. 


y answering these impor- 

questions of tire selec- 
this device alone has saved 
y thousands of dollars for 
k owners. 


PLYFLEX 


ATIN 


_ 
ply LOCK 
Ww 


New Tire Invention 
Cuts Costs to the Bone 


When engineers discovered 
that 80% of all premature 
failures occur in the tire side- 
wall, Goodrich went to work 
on this “Failure Zone” and 
developed a new invention that 
gives tires Triple Protection 
against sidewall breaks. 


Here’s how it works: 

. PLYFLEX — distributes 
stresses throughout the tire 
—prevents ply separation 
—checks local weakness. 

. PLY-LOCK—protects the 
tire from breaks caused by 
short plies tearing loose 
above the bead. 

- 100% FULL-FLOATING 
CORD—eliminates cross 
cords from all plies—re- 
duces heat in the tire 12%. 

“The Truck Tire Calcu- 
lator” plus Goodrich Triple 


Protected Silvertowns plus 
“The Practical Guide for Tire 
Combinations” — a_ useful 
handbook on tire maintenance 
—will save you plenty of 


money. 


Your service man or the 
executive in your organiza- 
tion responsible for tires 
should have this calculator 
and this guide. If you will 
ask your secretary to write his 
name and address on the mar- 
gin, we will forward these 
money-saving tools free. We 
offer them only to users and 
prospective users of Goodrich 
Triple Protected Silvertowns 
without charge or obligation. 


oodrich™..-Silvertowns 


CIFY THESE NEW SILVERTOWN TIRES FOR TRUCKS AND BUSES 
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OKONITE Varnished Cambric Insu- 
lated Cables are of the same excel- 
lent quality that has distinguished 
OKONITE Rubber Insulated 


Cables for over half a century. 


an % 


THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 


JKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 


Rat een ee eee * 
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o us the most surprising aspect of Presi- 

dent Roosevelt’s recent hint that the New 
Deal might bury the hatchet and eat Thanks- 
giving dinner with the utilities on a “common 
law” basis, was the way everybody, including 
even some utility executives, appeared to take 
for granted the President’s seemingly naive 
assumption that the early British common law 
on the subject of fixing utility rates was 
practically synonymous with the prudent in- 
vestment theory of rate valuation, 


OF course, it is only an academic item of 
historical interest. But it makes a good quib- 
bling point. When the various press associa- 
tions and newspaper editorials swallowed the 
inference, we didn’t worry too much about it. 
One cannot expect the Fourth Estate to be 
letter perfect on Blackstone or Coke. But 
when such a learned commentator as Walter 
Lippmann went overboard on the same point, 
it sent us. scurrying to the books. 


Anp there, as we suspected, we could find 
no mention made in such early English cases 
on the subject (Harris v. Packard, 3 Taunt. 
264, Peck v. North Staffordshire Ry. Co., 10 
Ho. Lords cases 511, or Bastard v. Bastard 
(1679), 2 Shower 82). About all we could 
find was Lord Hale’s oft cited dictum (De 
Portibus Maris 1676) that a business “affected 
with a public interest” should “take but rea- 
sonable toll,” and some other discussion to the 
general effect that utilities should charge no 
more than the “worth of the service rendered.” 
Even the leading authority on prudent invest- 
ment, Mr. Justice Brandeis, in his concurring 
opinion in the Southwestern Bell case, made 
no claim of common law precedent. 


But “reasonable rate” and “worth of the 
service” are more or less run-around phrases, 
ranking with such pleasant generalities as 
“adequate defense,” “public welfare,” and the 
“more abundant life.” So we could only con- 
clude that the President’s association of 
“prudent investment” with the common law 
was a matter of personal construction rather 
than judicial record. 


* 


F course, it may be that the President 
O didn’t mean it that way. All we have to go 
on are the indiréct statements resulting from a 
press conference at which direct quotes were 
taken. If such be the case, we take it all back. 
At that, the President has a nice chance to 
point with pride if the Supreme Court, in its 
pending deliberation of the Pacific Gas and 
Electric Case, should decide that the Cali- 
fornia commission’s version of original cost 
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HAROLD D. KOONTZ 
How long should a freight car be? 
(See Pace 747) 


is OK. Incidentally, speaking of Thanksgivi 
dinners and things to be thankful for, 
ington observers were wondering what Me: 


Willkie and Carlisle really thought about as) 


they ate their respective turkeys follo 
their recent White House conferences. 


* 


fy say that organized labor is on the march 
in current affairs would be a conservative 
generality if not an actual understatement. 
Labor these days is concerned in the Nation's 
Capital not only with the affairs of the Labor 
Department, but also with the policies of the 
State, Commerce, and Justice Departments, 
and the U. S. Maritime Commission. 


In their spare moments, some of the more 
zealous and industrious union leaders find time 
to express the labor viewpoint on such diverse 
topics as wars in Europe and Asia, and the 
advisability of visits to this country by dis- 
tinguished international figures. 


But seriously the impressive influence of 
the labor bloc in Congress on such import 
measures as the wages-and-hours bill m 
it imperative that those concerned with bu 
ness regulation and management should 
alyze carefully the scope and economic & 
sequences of proposed legislation. This 
lem has come pretty close to home for 
utility industries in Senator McCarrans 
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SERVICE 


P a 





Somewhere in this broad line of modern. 

highly-efficient Turbine, Centrifugal and 

Reciprocating Pumps is exactly the equip- 

ment you need, no matter what your 

pumping problem. American-Marsh en- 

gineers can help you get results with 

UTMOST economy. We have done it 

@ thousand times beforel Write us for 

bulletins. bd 


AMERICAN-MARSH PUMPS, INC. 
Centrifugal, Turbine, Steam, and Power Pumps 


BATTLE CREEK .... . MICHIGAN 
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8 PAGES WITH THE EDITORS (Continued) 


freight car limit bill now pending in Congress, 
and it may come even closer to home in suc- 
ceeding months of the regular session. 


OrGANIzED labor is generally supposed to 
be strongly supporting the McCarran freight 
car bill, but other reasons adduced for this 
bill run the usual ‘scale of arguments for the 
recovery brand of proposed laws, such as the 
wages-and-hours bill now under debate. In 
short, the McCarran bill is supposed to spread 
the work and protect the safety of railway 
employees. 


In the leading article in this issue, Dr. 
Harotp D. Koontz, assistant professor of 
economics at Colgate University, takes up in 
detail the arguments for and against the 
shorter freight train legislation. His conclu- 
sions, it should hardly be necessary to report, 
are not to be taken as reflecting the attitude 
of the editors, but if his careful and temperate 
analysis contributes to a fuller and better 
understanding of this bill, we shall feel that 
we have performed an editorial service. 


Dr. Koontz was born and educated in Ohio 
(A. B., ’30, Oberlin College). Subsequent 
study earned him degrees from Northwestern 
University (M.B.A., ’31) and Yale (Ph.D., 
35). He has since taught economics at Duke 
and Toledo universities before taking his 
present post at Colgate. 


> 


NOTHER economics professor is the author 
of our feature article, entitled “The 
Growing Tax Menace” (beginning page 760). 
He is Atrrep G. BUEHLER, associate profes- 
sor in that subject at the University of Ver- 
mont, who may also be recalled by some of 
our readers for his authorship of the follow- 
ing timely volumes on taxation problems: 
“Public Finance,” “The Undistributed Profits 
Tax,” and “General Sales Taxation.” Pro- 
FESSOR BUEHLER has in his current article 
utilized his background of knowledge to ad- 
dress taxation problems most seriously affect- 
ing the public utility industries. 


* 


O”@ concluding feature article in this issue 
is on the subject of utility control in 
Europe (beginning page 767). The author, T. 
H. MinsHat.t, M.I.E.E., A.M.ILC.E., is a con- 
- sulting engineer in England who, in connec- 
tion with his engineering practice, has for 
many years devoted attention to the study of 
utility regulation abroad. He has also made 
periodical visits to the United States and is 
familiar with the problems confronting our 
utilities and the regulating authorities. He has 
been connected with the industry both on the 
private utility side and on the public owner- 
ship side and is, and always has been, an 
advocate for cooperation and compromise, 
rather than of mutual warfare. 
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ALFRED G. BUEHLER 


Is the certainty of death and taxes assuming 


a more vital parallel? 


(SEE Pace 760) 


= the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THE Pennsylvania law providing for tem- 
porary rate reduction, according to a majority 
ruling in Federal court, is not unconstitutional, 
but an injunction should be granted against 
a temporary rate order which is not sup- 
ported by adequate findings. (See page 353.) 


A RULE providing for installation of electric 
kitchens at company expense has been termed 
discriminatory by the District of Columbia 
commission. (See page 367.) 


REPRODUCTION cost, in the opinion of the 
New York Court of Appeals, is a factor to be 
considered in determining fair value even 
though present costs are low because of an 
economic depression. (See page 375.) 


EXPENDITURES in connection with an investi- 
gation by a legislative committee, expenses 
relating to an investigation of a stock sale, 
payments for the benefit of affiliates, and ex- 
penses incurred in opposing enactment of the 
Federal Holding Company Act have come un- 
der the scrutiny of the New York commission. 
(See page 388.) 


THE next number of this magazine will be 
out December 23rd. 
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‘inted 
back 
wing : 
tem- 
jority 
ional, 
gainst lithe more reason for... calling Remington Rand, moreover, takes full re- 
sup- P Laie on see : * 
353) n Remington Rand. Of course, every utility sponsibility for installation and results. 
ompany has its own individual customer 
= illing problems. And that is why Reming- 
umbia fgPo Rand, with its years of specialized ex- 
rience in this field, can supply the right 
nswer every time. 


Free analysis of your present customer billing. 
Let Remington Rand study your billing 
procedure to see how speed and accuracy 
can be increased and costs cut. Phone 
f the Remington Rand in your city for free 
pe Vhether you use the register plan, bill and 2uthentic analysis or write Remington Rand 
of an [Rdger plan, stub plan or bill and punch nc., Buffalo, N. Y. 
rd plan, there’s a Remington Rand ma- 
vesti- (gine that will fit your needs exactly. You 
enses on't have to make your system over to fit 


movel “85? 


: ° chines 
| < y particular type of equipment. used a aes is 
sf the Rand’s COMBI ich pre- 
oon ith your billing installation—or any part ws maf po one time 
ssion. it—from Remington Rand, you get every ° i met eliminating neee 


: ost 
lodern feature that can save you money. and in on g um 


less duplica’ 
accuracy: 


gm OK: 44 from Remington Rand 


vill be 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 353—416, from 20 P.U.R. (N.S.) 
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TO OUR MANY CUSTOMERS AND RRIENDS 


WE EXTEND OUR WISHES FOR A 
MERRY CHRISTMAS 
AND 


A PROSPEROUS NEW YEAR 


Christmas Seals! 





Buy and Use Them 


THE AMERICAN COACH AND BODY COMPANY 


Manufacturers of 


Standard Public Utilities Equipment 
CLEVELAND, OHIO 


James Hoian, President N. P. Larsen, Vice-President 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNnTAIGNE 





Fitoyp W. Parsons 
Editorial Director, Gas Age. 


WILi1AM E. LEE 
Member, Interstate Commerce 
Commission. 


WiL1AM H. DIETERICH 
U. S. Senator from Illinois. 


BERNARD W. LyNcH 
President, Standard Gas & Electric 
Company. 


Rosert H. WARREN 
Writing in Public Service 
Magazine. 


Dennis J. Driscoti 
Chairman, Pennsylvania Public 
Utility Commission. 


Dr. JoHN BAUER 
Director, American Public Utilities 
Bureau. 


RicHArp J. BEAMISH 
Member, Pennsylvania Public 
Utility Commission. 


STANLEY R. EDWARDS 
Editor, Telephony. 
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“No government can create fear without hurting itself.” 


* 


“Regulation is not perfection. But I do claim that regu- 
lation is better than unbridled competition.” 


¥ 


“If I should become a candidate, I am willing to be 
judged by my record of loyalty both to my party and to 
my friends.” 


¥ 


“The popular notion that water power is a gift of nature 
that costs little or nothing to develop is one of the major 
delusions of the present era.” 


> 


“The most worth-while form of relief for farmers in 
the last decade has come, not from legislative halls but 
from the nation’s electric utility enterprises.” 


¥ 


“Short term profits in a public enterprise are seldom 
desirable from the standpoint of good business and 
usually they become the subject of great controversy.” 


* 


“Gas is a regressive and electricity a progressive utility. 
If they are combined, electricity will be compelled to bear 
the costs incurred in furnishing gas, and this will tend to 
restrict the utilization of electricity.” 


¥ 


“The state public utility commission will not grant any 
permits to pipe natural gas in Pennsylvania until it is 
released by Governor Earle from a request to withhold 
action until the present controversy over bootleg coal is 
settled.” 


¥ 


“Would it not be better for commercial telephone com- 
panies to gradually take over farm lines and thus ward 
off possibility of the government some time in the future 
assuming responsibility for telephone service in the rural 
districts, as it has for rural electrification?” 
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Burrou ohs 
DESK BOOKKEEPING MACHINE 


FOR PAYROLL AND 
SOCIAL SECURITY RECORDS 


At one writing, this new low-priced Bur- 
roughs Desk Bookkeeping Machine pro- 
duces pay check (or pay envelope), 
employee's statement and a record of the 
employee's earnings and deductions. 


FOR BOOKKEEPING 


Because it writes dates, adds debits, sub- 
tacts credits and extends the new balance, 
this modern Burroughs posts any ledgers, 
writes monthly statements, and handles all 
miscellaneous figure-work inexpensively. 


FOR ADDING AND 
SUBTRACTING 


The famous Burroughs Short-Cut Key- 
board provides the fastest method for list- 
ing, adding and subtracting amounts. 
Subtraction is as fast and easy as addition. 











Large concerns find that certain accounting jobs 
in different departments can now be mechanized 
at extremely low cost with this new Burroughs. 


Small concerns find that it gives them the advan- 
tages of complete machine record-keeping with 
a minimum investment. 


Let the Burroughs representative demonstrate the 
many fine features of this new machine for you. 
Telephone the local Burroughs office, or mail the 
coupon for free, descriptive folder. 


MAIL THIS COUPON! 


Burroughs Adding Machine Company 
6268 Second Bivd., Detroit, Mich. 

Send me your folder describing the new Burroughs Desk 
Bookkeeping Machine. 





Name 





Street City 
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Danie C. Roper 
Secretary of Commerce. 


N. C. McGowEen 
President, United Gas Public Serv- 
ice Company. 


Ciype R. Hoey 
Governor of North Carolina. 


Joun C. Pace 
U. S. Commissioner of 
Reclamation. 


FRANKLIN D, ROOSEVELT 
President of the United States. 


O. M. W. SpracuE 
Former U. S. Treasury Adviser. 


LEON TROTSKY 
Russian Revolutionist. 


Hatton W, SUMNERS 
U. S. Representative from Texas. 
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“One unit of our society cannot prosper at the expense 
of another any more than a disturbance in one part of 
the human anatomy can be kept from injuring the entire 
body.” 


¥ 


“Conservation of national resource always is an op- 
portunity and a responsibility, and in my opinion the 
natural gas industry has been practicing conservation 
since its inception.” 


* 


“... when the Federal government steps into the per- 
formance of what has been accepted heretofore as a state 
function, the Federal government will follow with a pro- 
gram of control.” 


¥ 


“There has never been too much land under cultivation 
in these Western states. There has always been a crying 
need for more, just as there is at this time when tens of 
thousands must go homeless.” 


¥ 


“ | .. while the St. Lawrence project is still on paper, I 
have no doubt of its ultimate development, and of the 
application of the policy of the widest possible use when 
the electric current starts to flow.” 


¥ 


“Now, Washington has attempted to bring about this 
higher standard of living, primarily by means of direct 
measures directed toward a direct increase in wage scales 
and not to any extent whatever by means of policies 
directed toward lower prices for anything whatever, ex- 
cept, perhaps (I shouldn’t forget this point), electric 
rates.” 


* 


“The fundamental evil of the capitalist system is not 
the extravagance of the possessing classes, however dis- 
gusting that may be in itself, but the fact that in order to 
guarantee its right to extravagance the bourgeoisie main- 
tains its private ownership of the means of production, 
thus condemning the economic system to anarchy and de- 


cay. 
aa 


“The government of this country has passed into the 
hands of a million people in its executive department, in 
which only one man was elected. The result of the rule 
by the million is that we have rapidly changed our form 
of government while preserving its exterior appearance. 
We have changed from a representative, popular control 
to a government by an executive department which the 
people cannot control.” 
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“New C-E Units for 


op Philadelphia Electric Company 


1 the 
ation 





HE unit shown at the right is 

one of two now under construc- 

ion for the Schuylkill Station of 

pro- fhe Philadelphia Electric Company. 

These units designed to produce 

500,000 lb. of steam per hr. each at 

ition 350 lb. operating pressure and 

ying MBi0F. total steam temperature are 

se or superposed application in con- 

ection with the existing 215 lb. 
quipment. 

er, I 

the 


vhen They are complete C-E Units com- 


rising three-drum bent tube boil- 
ts, Elesco Superheaters, com- 
pletely water cooled furnaces with 
rect flagging bottoms, Elesco Fin Tube 
ales MEconomizers and Ljungstrom Air 
eaters. The units are pulverized 
tric fuel fired using C-E Raymond 

Bowl Mills and tangential burners. 








not 


dis C-E PRODUCTS « All types of 














im Boilers — Superheaters 

” Furnaces — Stokers 
Pulverized Fuel Systems 

ry Heat Recovery Equipment 

i 

me COMBUSTION ENGINEERING COMPANY, INC. 

~ 900 MADISON AVENUE ®© NEW YORK 


m Associates; Combustion Engineering Clep. Ltd., Montreal A-387 
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ONE WAY... 


withouta => 
concrete envelope 





OR ANOTHE 


“concreted-in” 


BOTH CONDUITS cut 


Electrical Distribution Costs 


ELECTING the right electrical con- weight and long lengths reduce both materi 
duit to meet specific problems is an and handling costs. 
important factor in providing for perma- For free data-sheet manuals on both Transit 
nent distribution savings. Conduit and Transite Korduct, write Jo 
Consider, therefore, the contributions Manville, 22 E. 40th St., N. Y.C. 
made toward this end by both J-M 
Transite Conduit and Transite 
Korduct ... 


Both are asbestos-cement in composition J 0 h n S = Mi q mn ¥ \ { ts 


. .. hence permanently resistant to corro- 

sion, incombustible and weatherproof. In 

common, these materials possess an in- TRANSITE CON DUI 
herent durability that promises years of 

virtual freedom from maintenance. for use underground without concret 


And there are installation economies, envelope and for exposed locations 
too! In the case of Transite Conduit—its 


strength permits installation without an | 
envelope. “‘Concreting-in” is eliminated. 


Large savings immediately effected. 

~ As for Transite Korduct .. . it’s the 
logical choice on all multiple-duct trans- J 
mission systems — or wherever the service f M, 
calls for “‘concreting-in.” For here, its light Ame 
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Meet the NEW 
CLASSIFICATION of ACCOUNTS 


with punched card accounting 


Now that many accounting structures 
will have to be reorganized to meet the 
Federal Power Classification, an excel- 
lent opportunity is offered to install the 
modern punched card method of ac- 
counting. The speed and efficiency of 
this method have long been accepted. 
Now that changes are required, why not 
investigate the advantages which the 
punched card method brings to all pro- 
cedures? 


Find out how International Electric 
Bookkeeping and Accounting Machines 
“read” the information punched in the 
cards and automatically add, subtract, 
multiply and print the detailed records 
you require. Your nearest International 
representative will be glad to show you 
how and why the punched card method 
will give maximum information in mini- 
mum time, and at minimum cost. Call 
him today. No obligation. 


INTERNATIONAL BUSINESS 


GENERAL OFFICES: i 
270 BROADWAY, NEW YORK, N. Y. 





4 
Consider these 


ADVANTAGES 


1 SPEED. Reports are ob- 

* tained in order of impor- 

tance, automatically by 
machine operation. 


FLEXIBILITY. You can 
meet New Classification de- 
mands and still maintain 
your present set-up with 


punched cards. 


ACCURACY. The punched 
cards form a reliable rec- 
ord which is not subject 
to alteration or error. 











CORPORATION 


BRANCH OFFICES IN 


MACHINES 


PRINCIPAL CITIES OF THE WORLD 
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Grubbing out stumps and building 
trails to nature’s resources are jobs for 
Cletracs. 


With the blade of the trailbuilder lifted 
high, the operator pushes over the 
stumps. Then, with blade lowered, he 
roots them out, pushes them to the side, 
and smooths out the trail. 


A tough job, quickly, easily, and eco- 
nomically completed. 


Cletracs ask no favors on the hard jobs. 


they're Out 


They are designed and built to with 
stand the shocks, stresses, and strains ¢ 
tough going. 

There’s a Cletrac for every job ... fi 
teen models from 22 to 94 horsepower 
either gas, tractor fuel, or Diesel pow 
ered ... and with a complete line 0 
working equipment available — bull 
dozers, scrapers, air compresso 
welders, post hole augers, rock crushe! 
front end loaders, winches, boom 
Investigate. 


THE CLEVELAND TRACTOR COMPANY - CLEVELAND, OHIC 


Cletrac 
Crawler Tractors 


The only tractors with controlled differential steering that keeps both tr 


pulling at all times. . 





. on the turn as well as on the straightawsy 
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GRINNEL 





—s 


Ss L 


“§ POINT SUPPORT” 
For Power And Heating Supply Lines 


1. Rapid Installation 3. Easy Maintenance 


2. lowe, sony ie a During and After 4. Full Provision For Expansion and 
ipe Erection Contraction 
5. Stock Hangers and Supports To Hang Any Piping 


Grinnell offers a complete range of standard Sagging is corrected, even distribution of 


pipe hangers and supports to hang any piping _ weight is secured easily, quickly and accurately. 
ny place—all scientifically designed, Write for Catalog 8, describing the complete 
ggedly built, accurately threaded. With line. Grinnell Company, Inc., Executive Offices, 
Grinnell hangers, adjustments may be made Providence, R. I., Branch offices in principal 
FTER the piping is erected. cities. 


oR) Ett 


oe -WHENEVER PIPING IS INVOLVED... 
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INSULATED 
RE and CABL 


To meet the rigid requirements formulated by the government, 


engineering societies and 


various railways and_ utilities, 


CRESCENT maintains a close and constant check in every step 
of wire and cable manufacture. 


Above, twirling fingers provide a check on accuracy of dimen- 


CONTROL CABLE 
DROP CABLE 


LEAD 
c 


MAGN 
PARK 
RUB 


SERVIC 
SIGN 





VARNISHED CAMBRIC 
CABLE 
WEATHERPROOF WIRE 


COVERED 
BLE 
T WIRE 
Y CABLE 





R POWER 
BLE 
ENTRANCE 
BLE 

L CABLE 





sion, for which the uninitiated might call 
us fanatics. But, we are particular on this 
point in order to insure proper load ca- 
pacity and easy fishing. 


All types of Building 
Wire and all 

of Special Cables to 
meet A.5S.1.M. 
A.RA.,  1P.C.EA: 
and all Railroad, 
Government , 
Utility Companies 
Specifications. 
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CONNELLY 


offers complete service in 
sapplying gas distribution 
apparatus and purification 








rior gas purifi- 
rion material gives in- 


capac due 

to its high content of 
active, hydrated, 

tikslized oxide. Connelly Products: Regula- 

tors for District, Station, 

Service and Appliance—Back 

Pressure Valves—Caloroptic 

BTU Indicators—H2S Testers 

Write — U-Gauges—Smyly Mer- 

Banetins cury Loaders — Distribution 

Supplies. 


minimum servicing. 


J CONNELLY 2S.5c2'Sh AN? 


CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 














TROUBLE 
FREE 
SERVICE 





Year In— 
Year Out 


Your outdoor meter installation worries 
are over the minute you install this 
cabinet. Made of special aluminum 
alloy which completely defies rust 
and other forms of corrosion. Weather- 
proof, handsome, roomy—it will give 
trouble-free service year after year. 


Write today for complete details. 


WALKER 


ELECTRICAL CO. 
ATLANTA, GEORGIA 
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A Clear View” with 


PERMAFLECTOR RECESSED LIGHTING 


Every merchant is anxious to move the merchandise at the rear 
of his store, as well as the goods at the front. To do this requires 
two things; first, a clear unobstructed view of the entire store; 
second, even distribution of high intensity illumination. 


Permafiector Recessed Lighting is the perfect answer to this 
important merchandising problem. There are no vertical move- 
ments to obstruct the view; and the even distribution of high 
intensity illumination shows each product to its best advantage. 
Sales of all goods are greatly increased, which, of course, results 
in a highly pleased merchant. 


Public Utility Lighting Specialists know that solving a mer- 
chant’s lighting problem is the first step in increasing his monthly 
use of electric service. Let Permaflectors help you make a record 
as a “load builder” for your company. 


PITTSBURGH REFLECTOR COMPANY 
OLIVER BUILDING ... PITTSBURGH, PENNA. 
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Tis has a VF ages reason 
wHy PUBLIC UTILITIES PREFER DAVEY 


The record of this compressor is typical of Davey service. 
Six years ago it was mounted on a new tractor by its owner, the Oklahoma Contracting Corp. 


Recently the tractor was junked as “worn out.” However, the compressor, still as good as new, 
was mounted on a new truck from whose motor it will derive its power through a Davey Split 
Propeller Power Take-Off. 


DAVEY COMPRESSOR CO., INC. KENT, OHIO 
“The World’s First Air-Cooled Compressor” 








There’s an AMERICAN ROPE 
for every purpose 


You needn’t “shop” for your cordage re- 
P y g 


quirements. There’s an American rope for 
every Utility purpose. Buy American— 
and be sure of the best. 


“See America First” 


Also Manufacturers of “Eagle” 
wisted Jute Packing and “Royal” 
Plumbers Spun Oakum. 
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LISTEN TO THE PROOF OF one | 
EXTRA VALUE 


Come in today or phone for 
the bedrock proof of GMC 
extra value. Truck buyers 
in all lines of industry are 
critically inspecting and comparing 
GMC trucks. They find in the unusually 
complete “truck-built’”’ GMC line of con- 
ventional and cab-over-engine models a 
type and size exactly fitted to their needs. 
See, compare and judge for yourself. 
QUALITY AT PRICES LOWER THAN AVERAGE 


Time payments through our own Y. M.A. C. Plan at lowest available rates 


GENERAL MOTORS TRUCKS € TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELLOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICH. 
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ROVE the VALUE of MODERN EQUIPMENT 





For example 


PROVE IT WITH A 
Robertshaw-equipped 


COFFEE URN 


Here's a demonstration that will get you orders 
for complete kitchen modernization. Try it! 

Just ask restaurants to install a Robertshaw 
thermostat at (for example) a coffee urn. Then 
have them check the savings. 

You'll get sales results because Robertshaw 
thermostats have made fuel savings of 10% to 
25% and more! 

Demonstrations like these plant the seeds of 
complete kitchen modernization. They've actu- 
ally caused whole restaurant chains to replace 
old urns with new Robertshaw-equipped urns. 


ROBERTSHAW THERMOSTAT CO. 


YOUNGWOOD, PA. 


Robertshaw helps you sell 
kitchen modernization in 
ads that go to your pros- 
pects. Take advantage of 
the publicity. Give your 
customers a sample of Rob- 
ertshaw savings. They'll 
like it~and ask for more. 
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BRISTOL’S METAMETER | @ 


WATER LEVEL 


IN RESERVOIR 


instantly 


4 Bristol's Metameter measures the water level in the 
above. The Recording Receiver is located several mil 
oway in the station shown in the insert. An Indicating 


MILES AWAY 22S st na 


water level day and nig 


recorded 


AT PUMPING STATION OR IN ENGINEERS’ OFFICE 


Is water level at the dam ris- 
ing? Is it falling? At what 
rateP What has been the levels 
each day during the past few 
daysP 

Bristol’s Metameter for tele- 
metering will tell you, — in- 
stantly, accurately, easily. The 


large 12 inch chart of the 
recorder receiver located at the 
pumping station, or any other 
convenient central headquarters, 
reveals every fluctuation — the 
moment it occurs—at any point 
even hundreds of miles away! 


You'll like Metameter simplicity. 


TRACE MARK 


Only a simple two wire circuil 
is employed for transmitting 
the measurements. You can 1 

any existing telephone line i 
you want to. Moreover— 
measurements are not distorted 
by the presence of neighboring 
power networks. Even surges 
and transients caused by light- 
ning are easily guarded against. 
Get full information. Write for 
bulletin 424X. 


THE BRISTOL COMPANY, 
WATERBURY, CONN. 
Branch Offices: Aiea, Biraiagas, 

Boston, Chicago, ~~ 
cis, Ne New York, Philed . Pit 


uis, 





imited, 


BRISTOLS 


PIONEERS IN 


PROCESS 


REG. VU. S. PAT. OFF. 


CONTROL 


SINCE 1883 
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* GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Company, Inc. 


Department WPU- 1208, 
2 Park Avenue, New York City 


Please deliver an Easy-Writing R 
10-day FREE DESK TEST ‘vitheut 
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LINK-BEL1 


COAL AND ASHES HANDLING 


EQUIPMENT 











For Efficient, Low-Cost Operation 








THE PECK CARRIER 


TRACK HOPPERS CRUSHERS POWER HOES . 
ELEVATORS AND CONVEYORS 
2 


SKIP HOISTS WEIGH LARRIES 


ROTARY R.R. CAR DUMPERS 
e 


POWER TRANSMISSION MACHINERY 


CRAWLER AND LOCOMOTIVE CRANES 
Send for Catalogs ‘:p} Address Nearest Office 


LINK-BELT COMPANY 
Philadelphia Chicago Indianapolis Los Angeles Atlanta Toronto 


Offices in Principal Cities 
7062 
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SINGLE DISK 


The Type L-2 two-element meters com- TWO-ELEMENT METERS 


prise two complete electro-magnetic 


elements driving a single disk. They are 
designed for modern "A" and "S" 
mountings, thus combining conven- 
ence in installation with a minimum of 
space requirements. Electrical char- 
acteristics meet all the requirements TYPE 1-2-5 
for modern meter accuracy and per- 


formance. 


odern Meters bor Modern Loads! 


‘yU ECe.W) 2O dee 5 i ou a kommmedel "I -W, Bf 


SPRINGFIELD, ILLINOIS 


UNIT TYPE METAL-CLAD SWITCHGEAR 


This new self-contained Metal-Clad Switch- 
gear houses a 100,000 KVA, oil-blast circuit 
breaker, instrument transformers, insulated 
bus, cable terminators and accessories. The die- 
pressed steel panel door with concealed hinges 
carries the instruments, relays and control 
switches. 





On the end of the steel enclosure is a door 
giving access to the circuit breaker test com- 
partment. It is used in conjunction with an 
elevating type handling truck and a control wire 
jumper providing ready means for checking the 
breaker operation when removed from its cell. 


The test compartment contains a control 
switch, control bus connections and alarm bell. 


Ask for Special Publication No. 66 


Detta~Star QQ) Eleotuite Ge 


“Uni Type “R. 1.” 75 kv Switchgear 2400 BLOCK FULTON STREET, CHICAGO, ILL. 
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KEYS... 


@ Dictograph also 
draws to your atten- 
tion its widely used 
general executive sys- 
tem — for internal 
communication be- 
tween administrative 
and executive depart- 
ments. These systems 
feature many exclusive 
advantages we will be 
glad to describe. 


E 


to improved public relation 


K. EYS that centralize all information needed in dealing with c 

on the desk of a Customer Contact Clerk. Keys that permit instant 
voice communication with History Clerks, Service Clerks, Bookkeepers 
other reference departments. Keys that ease congestion, that save 
that reduce losses, that increase efficiency ... keys that speed transact 
and give your customers a new conception of the word SERVICE. 


These are the keys of the Dictograph System of Interior Commu 
and Control—designed especially for public utility companies. With the 
of this system a Customer Contact Clerk takes care of all personal ¢ 
with customers—performs at top efficiency. He never stirs from his desk 
waste time in obtaining reports and information. The flip of a key on 
simple instrument before him puts him in immediate contact with 
wanted reference source. Without the customer being aware of it, F 
and Service departments “listen in” on the interview. In a none’ 
they are ready to signal by means of red or green lights their approval 
rejection of a service application—or to report by means of the hand- 
phone their findings on bill questions, complaints, credit ratings, etc. Ever 
thing is smooth, everything is under control. There are no tiresome 
no annoying “asides” among clerks, no discourtesies—the customer goes a 
with a favorable impression of his public utility company. 


-_. 


In brief this is what the Dictograph System of Interior Communicati 
can do for you. But you will want all the facts. You will want to kno 
for instance, how Dictograph can be operated for still greater oficieney 
conjunction with a nationally-known Filing System. Dictograph 
successful over and over again in solving intercommunicating problems s 
as yours. Write today. Learn in detail why Dictograph is the key to i 
proved public relations. 


DICTOGRAPH PRODUCTS CO., INC. 


580 FIFTH AVENUE 
Offices in All Principal Cities Throughout the World 


NEW YORK, N. Y. 


MANUFACTURERS OF PRECISION EQUIPMENT SINCE 1902 
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NTERNATIONAL TRACTRACTORS 
.. for the Tough Work, at LOW COST 


, ee oe 


Laying pipe across country is one of the many important jobs turned over to 
International TracTracTors because of their dependability and economy. 


NTERNATIONAL TracTracTor de- 
ign, quality, performance, and economy 
ter the answer to your mobile power 
oblems. Make a thorough study of the 
tacTracTors — there are five models to 

your needs exactly. Their utility is 
irther increased by the long list of equip- 
hent built around them. 


The International line also includes 
five wheel-type tractors which have wide 
application for construction and main- 
tenance work. The nearest International 
Industrial Power dealer or Company- 
owned branch will give you complete in- 
formation on any tractor in the line. 


INTERNATIONAL HARVESTER COMPANY 


180 N. Michigan Ave. 


(Incorporated ) Chicago, Ilinots 


INTERNATIONAL HARVESTER 
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(ALT EEE, SOPOT Deterioration and Ob 
je-te” jon, 1 «h-ti*n-o- an; le-té "ri-o-rii’- = 
shon, xn. The process of deteriorating, or the state of solescence Stay in t 
being deteriorated. Syn.: see ALLOY.-- de-te”ri-o-ra’tlon- 
ist, x. One who mais’ 


Lambert Water 
Meters. 


ob”so-les’cence, 1 ob"so-les’ens; 2 bb*so-lts'tn¢, n. 1. 
The condition or proccss of gradually falling into disuse. 
One other male of chance in {isl the loss of words 

and phrases, their olsolescence and final «i . W. Dd. 
Wurrnny Orient. and Ling. Studies first series, p. 312. (s. 1873.) 


How? We'll tell you in two more words .. . INTER: 
CHANGEABLE PARTS. New parts make old 
Tridents and Lamberts new—keep them new. Their 
fine design and workmanship insure long years of 
sustained accuracy. Their perpetual interchange- 
ability makes these water meters well-nigh "ever- 
lasting." Could you ask for a sounder quality in- 
vestment? Neptune Meter Company (Thomson 
Meter Corp.), 50 West 50th Street (Rockefeller 
Center), New York City. Neptune Meters, Ltd. 
345 Sorauren Avenue, Toronto, Ontario, Canada, 


An old Trident —_ T R I a EK N 


proof type meter, ol 
casing cut away to show 


improved modern parts and LAMBERT WATER ME' 


inserted. 


A TYPE FOR EVERY PURPOSE—OVER 6 MILLION SOI 
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Wagner 
Air-Cooled 
Transformers 








for 
circuit vOAS as 

" anit yoltese? to lowe? Ss olderins 
higher BOWS Dc caable tools 





As Fotesata ed Ol reruled @ajusvercsinteyn 


6400 Plymouth Avenue, Saint Louis.U.S.A 
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enc Ue EMCO cpp Liccation 
GD FORAMEASURING JOB in 
YOUR DISTRIBUTION SYSTEN 








auts When you — the 

ifferent groups of employees 

in your distribution system, you can’t help considering the mechanical 
ones—the gas meters you employ—as one of the most important of all. 
They, and they alone, determine the revenue upon which your profits 
depend. BL poses and unobtrusively, twenty-four hours every day, these 
mechani ieitcttenen about Galt tnak of recording the service 
delivered by you. Without them there would be no equi: basis for 
apportioning charges fairly among your consumers. Truly, they are 
your silent representatives on the premises of your customers. 


ve Oe ee ears, Cire Ne ot a a a Sb ave bole 


as you hire your employees? Here's CO application. 


PITTSBURGH EQUITABLE METER CO. 
MERCO NORDSTROM VALVE CO. 
MEW YORK wonnees TULSA : te MEMPHIS sure. 
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Merry Christmas 
and 


@ Happy New Year 


1937-1938 


‘ 


PUBLIC UTILITIES FORTNIGHTLY 
WASHINGTON, D.C. 


i 
\ 
PS 
4 
a 
i) 
¥ 
BS 
J 
i) 
: 
a] 
4 
! 
rs 
% 
~~ 
Ps 
4 
2 
¥ 
% 
. 
= 
4 
~~ 
. 
i 
iN 
| Ww 
yy 
Nf 


Tete 


Dette aad area tara an cca. dal 
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e Public Utilities Fortnightly ¢ 





HE review magazine of current opinion and 

news relating to public utilities. Conducted 
as an open forum for the frank discussion of 
both sides of controversial questions—eco- 
nomic, legal and financial; also gives trends in 
the present-day control of these companies— 
governmental competition—state and Federal 
regulation. 


{| Issued every other Thursday—26 numbers a 
year—annual subscription $15.00. 


{| The only magazine furnishing current and 
vital information on all subjects involving the 
financing, operation, and management of pub- 
lic utilities under governmental regulation and 
competition. 


q A Christmas Gift of unusual value and current stimu- 
lation to all persons holding positions with, or having 
a financial interest in, public utilities. A remembrance 
that will constitute a fortnightly reminder of your esteem 
and thoughtfulness throughout the year 1938. 


Christmas Order Form 





PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 


Please forward, prepaid, to the following, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning January, 1938. 


RES ees 


SRA Se Ss te Be BaD: RNR 





Cisne On a I a canes neccninsteansleniadenentan 


Date Accepted idles a ete 
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bus bars of Aleoa Aluminum are giving the same efficient performance 
side the power plant as A.C.S.R. is on outside overhead lines. Light 
eight, stiffness and strength, and high electrical conductivity are the ex- 
ellent combination obtained in Aluminum bus bars. They are available 


n flat, tubular and channel forms. 


ALUMINUM COMPANY OF AMERICA 


2134 Gulf Building, Pittsburgh, Pa. 


LCOA-ALUMINUM 
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UTILITY REGULATION 


1937 PROCEEDINGS 


NATIONAL ASSOCIATION OF 


RAILROAD AND UTILITIES COMMISSIONERS 
$6.00 


DISCUSSIONS BY SPECIALISTS 
ON PUBLIC UTILITY REGULATION AND ACCOUNTING PRACTICES 


50 COMMISSIONS (FEDERAL AND STATE) REPRESENTED 


Rate Regulation—Rural Electrification—Public Utility Holding 
Company Act—Regulation of Securities Issues—Regulation 
of Accounting Practices—Problems Presented by the 
Federal Motor Carrier Act 


OTHER PUBLICATIONS OF THE N. A. R. U. C. 


Uniform System of Accounts for Electric Utilities 
(Classes A, B, Cand D) (1936) 
Uniform System of Accounts for Gas Utilities 
(Manufactured and Natural Gas) (Classes A and B) (1936) 
1937 Revisions in Uniform System of Accounts for Gas Utilities................+- 
Retirement Units for Electric Utilities (Mimeographed) 
Retirement Units for Gas Utilities (Mimeographed) 
Depreciation—A Review of Legal and Accounting Problems..................5+5+ 1.85 
Report of Committee on Public Utility Rates (1937) 60 
Report of Committee on Public Utility Rates (1936) 
Report of Committee on Progress in Public Utility Regulation (1937) 
Report of Special Committee on Progress in Public Utility Regulation (1936) 
Recent State Legislation Affecting Public Utility Regulation 
Prepared by the Special Committee on Progress in Public Utility 
Regulation (Chart 17” x 22”) (1936) 


(Where remittance accompanies order we pay forwarding charges) 


THE STATE LAW REPORTING COMPANY 


Official Reporters and Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 














pendable AS THE SERVICE 
T 


HEY HELP TO MAINTAIN 





Engineered to meet the exacting requirements 


sirated: No. 1954, construction and of Utility installation and maintenance, Baker 
untenance unit, suitable for service 


ee All-Steel Bodies are backed by over 80 years of 


ad werd cqpques) en 
ne Construct int ° ° os 3° . ° 
nstruction @ aintenance experience in building commercial vehicle 


bodies; Light, Medium and Heavy 
bodies. In them you will find, as other Operat- 


jal Ladder Units + Winches and ing Executives have found, the combination of 


Power Take Offs * Pole Derricks « Reels 
high efficiency, long life and low operating cost 


so urgently demanded by today’s conditions. 

Write today for the catalog and complete 
details on the Baker All-Steel line. You'll 
find its information useful in meeting your 


equipment requirements. 


THE BAKER-RAULANG COMPANY 


BODY DIVISION: WEST SOTH STREET ¢ CLEVELAND, OHIO 





bY 
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® The convection superheater 
shown is in a steam generating unit 
now nearing completion for the 
Indianapolis Power and Light 
Company—capacity 300,000 pounds 
per hour; final steam temperature 
750 deg. F. This is one of two 
Foster Wheeler units complete 
with pulverized fuel firing, for the 
Kentucky Avenue Station. 


Control of final steam tempera- 
tures is a vital factor in the effec- 
tiveness of modern central stations 
and successful operation depends 
upon superheater performance to 
an ever increasing degree. Foster 


Wheeler is one of the oldest super- 
heater specialists in the world, 
having pioneered in radiant super- 
heaters, combination convection- 
radiant heat superheaters, and 
separately fired superheaters. 

The heating of steam to tempera- 
tures of 1200 deg. F. on a com- 
mercial basis was reached by 
Foster Wheeler some years ago. 
Definite and accurate control of 
final steam temperature under 
varying loads requires wide ex- 
perience and the most skilled 
specialists. 


FOSTER WHEELER CORPORATION, 165 Broadway, New York, N. Y. 
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because CITIES SERVICE knows your problems! 








Cae Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 





Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


¢$¢¢ ¢ 4 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8.00 P. M. Eastern Standard Time. 


SN LT 
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ROLLINIG DOORS 


ELECTRICALLY OPERATED-REMOTELY CONTROLLED 


Increasing costs make economy essential . . . . and when Kinnear Doors are motor 
operated they do their part. Workmen with other duties can open and close doors 
by merely pressing a button on a control station, which may be located at any number 
of convenient locations ... . saving valuable time, steps and money. And in addition 
Kinnear Doors give you the space saving feature of doors that open upward as well 


as the extra service and satisfaction of a nationally famous product. 


In addition to Steel Rolling Doors, Kinnear manufactures Labeled 
Fire Doors and Shutters, Bifolding Doors (wood or steel), Sec- 
tional RoL-TOP Doors (wood or steel and for residential, com- 
mercial or industrial use) and Metal Rolling Grilles. Each one is 
custom made in any size and for easy installation in any doorway 
in old or new buildings. Write for catalog of complete information. 


The KINNEAR MFG. CO. 


2060-80 FIELDS AVE. COLUMBUS, OHIO 
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Good Will 


ED Behind Hoosier Crews 
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HoosiER ENGINEERING Co. 


46 So. 5th St., Columbus, Ohio 
) s [chicago Canadian Hoosier Engineering Co., Ltd. New York 


Montreal 


ERECTORS OF TRANSMISSION LINES 


410 
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BETTER HEALTH FOR OUR BOYS 


AND GIRLS... PROTECT THEM AGAINST 
TUBERCULOSIS, THE DISEASE THAT STILL LEADS 
AS A CAUSE OF DEATH BETWEEN 15 AND 25 


BUY and USE 
CHRISTMAS SEALS 


The National, State, and Local Tuberculosis Associations in the United States 
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SE A TITAN ON YOUR STORAGE 
WATER HEATER 


O make this’control possible, there must heaters approved by the American 
be built into the racing car the sturdiness, Gas Association. 


the long life, and the ability to absorb the © fii. cond pecans 


gruelling punishment of the race. So too, list of manufacturers who have stand- 
the TITAN is built to perfectly control your ardized on TITAN Controls? 

storage water heater over a long period of 

time, and under the most exacting conditions. 

Upon this depends the success of the heaters 

you sell. Your aim is to increase consumer 

satisfaction. 


@ Why take unnecessary chances? Specify 
TITAN snap action thermostats, safety pilots 
and temperature and pressure relief valves 
with complete confidence, and build good 
will with your customer. 


q TITAN Controls have delivered for years 
under every conceivable set of conditions, 
with all types of gases. They are rugged, 
sensitive, trouble and service free. They are 
standard equipment on most storage water 





THE TITAN VALVE & MANUFACTURING COMPANY 
THERMOSTATS «» SAFETY PILOTS «» RELIEF VALVES 
9913 Elk Avenue Cleveland, Ohio 
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Rew 1938 DODGE 4g-TON PICKUP —6- 
1.,“L”-Head Engine—116’ W.B.—Packed full 

of money-saving features! 19 money-saving 
“econ-o-mizers!”—yet priced with the lowest! 


NEW 1938 DODGE X-1 TON PANEL— 
6-Cyl1.,"L”-Head Engine—136" W. B.— Modern 
styling to build prestige——19 money-saving 
“econ-o-mizers!”—designedespecially tohaul 
bulky loads—to do a big truck’s work at the 
cost of a small truck! 


OF ee Pere. 
; ee 


a) 


NEW 1938 DODGE 1%-TON STAKE— 
6-Cyl., “L”-Head Engine —(133" W.B. with 9’ 
Body ‘and 159° W. B. with'12’ Body)—19 special 
“econ-o-mizers” "—yet still priced with the 
lowest. The year’s outstanding value! 


NEW 1938 DODGE 2-TON TRACTOR— 
6-Cyl., “L”-Head Engine—5 Standard Wheel- 
bases (133”, 148”, 159°,177", 220")—Extra 
quality—19 money-saving econ-o- 
mizers!”—yet priced with thelowest. 


NEW 1938 DODGE 3-TON— 
6-Cyl., “L”- Head En ngine—4 Stand- 
ard Wheelbases (152", 170", 188”, 205”) 
—19 money-saving “econ-o-mizers!” 
—priced with the lowest, built to 
outlast them all! 




















I 9 Moner-sAvine 
ECON OMIZERS 


y. eo Dodge scoops the truck world! In new 
1938 trucks Dodge offers 19 definite money- 
saving “econ-o-mizers”—plus modern styling 
that gives the complete Dodge line unquestioned 
style leadership. See these sensational new 
Dodge trucks! You’ll be amazed at the number 
of extra-quality features they offer —features 
that not only save money, but also greatly 
increase safety and comfort—prolong truck life. 
DODGE 
Division of Chrysler Corporation 
At low cost, easy terms may be arranged to fit your 
budget. 


FREE! SEE Your 
DODGE DEALER! 


The 19*‘econ-o-mizers” 


FREE from your Dodge 
dealer...See him today! 


teur Hour, 

Network, every Thurs- 
day, 9 to 10 P.M., 
EasternStandard Time. 


SWITCH vin DODGE TRUCKS 


AND SAVE MONEY / 
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Here's a complete Barco Hammer stowed in the lug- 
gage compartment of a small coupe. And it will be 
ready for duty almost as soon as it reaches the job. 





WMo4T SatisACTION” IN 


RURAL ELECTRIFICATION WORK 


@ Whether it’s operating pact and requires no cumbersome 
a busy street intersection...or auxiliary equipment it never 
nan inaccessible mountain... blocks traffic. Amazingly econom- 
he Barco Portable Gasoline Ham- ical and effective ... winter or 
nr saves time and cuts costs. summer... for breaking, digging, 
towed away in the back of a car driving test rods, cutting asphalt, 
ta corner of a truck, the Barco drilling rock, tamping back-fill, 
im be taken to any job quickly etc., the BARCO is well worth your 
md cheaply. Because it is com- investigation. 


BARCO MANUFACTURING CO. 


q 1803 W. Winnemac Ave. Chicago, Ill. 
BARCO,. ascu 
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PUBLIC UTILITIES EVERY WHERE 
USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 

Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 
so inexpensively. 
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Write today for our new 
book “‘Copies—Their Place 
én Business.” It er gp 
just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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GREATER VALUE 





i. 
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BOTH QUALITY CELLS 


“EVEREADY” “IGNITOR” — for years, the outstanding all-purpose dry cell. 
Long a universal favorite with railroads, it has stood the test of time in 
applications running all the way from heaviest rail car ignition work to 
light telephone service. 


“EVEREADY” SPECIAL RAILROAD AND INDUSTRIAL CELL—with 
more costly materials and advanced manufacturing technique, the traditionally 
high quality cell is made even better. Retaining the high amperage necessary 
for satisfactory ignition service, it gives longer heavy service life and longer 
light service life—and of necessity, costs more. 


WE MAKE THEM BOTH. YOU HAVE YOUR CHOICE 


NATIONAL CARBON COMPANY Tate 


ucC 
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Perfect Results 


with the new 


“EQUALIZED HEAT” OVEN 


An exclusive L&H Electric 
Range feature that directly 
helps close sales. Wire or 
write for complete facts, 


A. J. LINDEMANN & HOVERSON CO. MILWAUKEE, WISCONSIN 











As Different as Day is From Night 


HE Exide-Chloride is as different from 

ordinary batteries as day is from night. 

? And in that different construction lies the se- 

EX 10e cret of its gratifying performance and excep- 
; tional life—as consulting and operating engi- 


CH LORIDE neers, all over the world, can testify. 
BATTERIES 


In nearly half a century, during which 
Exides have been developed for every purpose, 
no battery has yet been designed that is su- 
perior to the Exide-Chloride for floating or cycle 
service. Write for Bulletin 204, which describes 
every detail of this exceptional battery. 


THE ELECTRIC STORAGE BATTERY COMPANY, PHILADELPHIA 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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THE CAREFUL INVESTOR JUDGES A SECURITY 
BY THE HISTORY OF ITS PERFORMANCE 


» 4 oii 
IN THREE-QUARTERS OF A CENTURY OF 
CONTINUOUS PRODUCTION HAS ESTABLISHED 
A RECORD OF PERFORMANCE 
THAT IS UNEQUALLED IN THE HISTORY OF 


INSULATED WIRES AND CABLES 
THE KERITE wiseedc2 COMPANY INS 
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{ National Association of Manufacturers ends meeting, New York, N. Y., 1937. 





ana Society of Mechanical Engineers concludes session, New York, N. Y., > 





0 tr Statistical Association will hold convention, Atlantic City, N. J., December 





{ American Water Works Association, New York Section, will convene for annual meeting, 
New York, N. Y., December 29, 1937. 





{ Tax Policy League will convene for session, Atlantic City, N. J., December 28-30, 1937. 





{ Mid-West Shippers Advisory Board will convene for session, Chicago, Ill., January 7, 
1938. 





{ Pacific Coast Gas Association opens fall conference, San Francisco, Calif., 1937. 








{ National Bottled Gas Association will convene, New York, N. Y., January 17, 18, 1938. 





{ American Society of Civil Engineers will hold annual meeting, New York, N. Y., 
January 19-21, 1938. 4 








{ National Warm Air Heating & Air Conditioning Association will hold semiannual meei- 
ing, New York, N. Y., January 24-26, 1938. 





{ International Heating and Ventilating Exposition will be held, New York, N. Y., Janu- 
ary 24-28, 1938. 





{ American Institute of Electrical Engineers will hold winter convention, New York, N. Y., 
January 24-28, 1938. 





{ Engineering Institute of Canada will hold annual meeting, London, Ont., January 31- 
February 1, 1938. 

















{ Southern Gas Association will convene, Dallas, Texas, February 16-18, 1938. 
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The Drive of Labor 
For Shorter Freight ‘Trains 


The McCarran 7o-car bill, passed by the United States 

Senate, and temporarily sidetracked in the House, 

while advocated as a safety measure, is, in the opinion 

of the author, merely a make-work scheme and will, if 

it becomes a law, constitute a far-reaching economic 
threat. 


By HAROLD D. KOONTZ 


stand congressional policy in re- 

gard to regulation of business. 
Nowhere is this more apparent than in 
the history of railroad regulation, 
especially in recent years. On one hand 
Congress appears to be solicitous of 
railroad welfare. When bankruptcy 
threatened effectiveness of this most 
important transportation agency after 
1929, the Reconstruction Finance 
Corporation was directed to loan funds 
to needy railroads. The recapture of 


\ LL too often it is difficult to under- 
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excess earnings law was retroactively 
repealed in 1933. Codrdination of rail- 
road service to reduce rail expenditures 
was aided by work of the Coordinator 
of Transportation, whose office was 
created in 1933 and extended to 1936. 
Bankruptcy provisions have been 
liberalized to facilitate railroad reor- 
ganization. During the last two ses- 
sions of Congress, the House of Repre- 
sentatives has passed bills providing for 
repeal of the long-and-short-haul re- 
striction placed on rate making so that 
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railroads might make competitive rates 
with less regulatory obstruction. 

At the same time, regulatory policy 
has restricted railroads in their attempt 
to participate in returning prosperity. 
The Railroad Retirement Act threat- 
ened for several years to place a serious 
burden on rail finances. Even as the 
plan is now set up, the cost to railroads 
is greater than that to other industries 
under the Social Security Act. Rate 
policy of the Interstate Commerce 
Commission, in the face of rapidly ris- 
ing prices, has not been particularly 
liberal, so that net income has only 
partly reflected return of traffic to rails. 
Regulation of transport agencies com- 
petitive to the railroads has been under- 
taken somewhat belatedly, but in a less 
strict way, so that these carriers are 
still not on par with the rails in their 
lack of freedom to conduct business. 
Six-hour-day bills have been passed in 


Congress, as have full-crew laws. But 
the most recent regulatory attempt is 
that whereby the length of freight 
trains would be limited to 70 cars, ex- 
clusive of locomotive, tender, and 
caboose. 


| dave the jam of congressional 
legislation and desire for ad- 
journment have saved passage of the 
train-length bill, the surprising aspect 
of this piece of legislation is the ease 
with which it passed the United States 
Senate on July 26th of this year. Little 
publicity has ever been given to this 
legislation and few investors in rail- 
road securities or shippers of commodi- 
ties have probably realized what it 
means. In the view of this writer, the 
significance of the train-length bill is 
much greater than the mere cost to 
railroads or interference with efficient 


management, though these features are 
highly important to the welfare of this 
privately owned business. 

For several years bills to limit the 
length of freight and passenger trains 
have been introduced in the United 
States Congress.’ Hearings were held 
on these bills in 1934 and 1935. Most 
bills followed the same pattern. Freight 
trains were to be limited to 70 cars, or 
one-half mile in length, exclusive of 
locomotive, tender, and caboose ; mixed 
trains (those having both passenger 
and freight service) to 70 cars, or one- 
half mile, of which not more than 14 
cars might be used in passenger serv- 
ice ;* trains in passenger service to 14 
cars. 


HE bill passed by the Senate in 
July represented a modification of 
these previous bills, providing only for 
limitation of any train to 70 cars, ex- 
clusive of locomotive, tender, and 
caboose.* To have been effective July 
1, 1938, the bill provided that longer 
trains might be handled only in case of 
engine or other mechanical failures, 
but that “the burden shall be upon the 
railroad to show that it has acted in the 
exercise of diligence and good faith.” 
Advocated by Senator P. A. Mc- 
Carran of Nevada, the bill was favor- 
ably reported by the Committee on In- 
terstate Commerce without hearings 
having been held this year, and was 
passed by the Senate without record 
vote after a short debate. However, on 
a motion to recommit the bill, the 
record stood 51 to 17 against the mo- 
tion. While the bill has been tempo- 
rarily sidetracked in the House of 
Representatives, pressure for its pass- 
age in the next session of Congress 


may be expected. 
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THE DRIVE OF LABOR FOR SHORTER FREIGHT TRAINS 


Throughout hearings on the train- 
length bills and in the Senate discussion 
of the particular bill passed, the main 
justification advanced was that it was 
necessary to promote safety of train 
operation. Representatives of railway 
brotherhoods pressed the bill as a 
matter of protecting life and limb of 
employees and saving the cost of 
damage to equipment, roadway, and 
freight carried. 


bene safety feature of the bill may 
be somewhat surprising to many. 
What relationship is there between the 
length of trains and safety of em- 
ployees? In the first place, proponents 
of the bill held that the longer the train, 
the greater was the shock to employees 
as the result of stops and starts of 
trains. Slack between cars averages 
from 6 to 12 inches per car. Hence, the 
more cars in a train, the greater the 
slack. The greater the slack, the more 
severe the jerk when cars stop or start. 
This jerking action is said to be present 
too when a train goes over a grade, 
even though no stop or start is made. 
Employees on the rear end of a train 
where the shock is greatest are claimed 
to be in hazard of injury or death, and 
many cases where such injury had 
allegedly occurred were presented in 
the record of hearings. Moreover, the 
shock due to long trains was held to 
result in trains breaking in two, cars 


e 


crashing into each other, with damag- 
ing effect to equipment, roadway, and 
cargo. 

In the second place, safety of oper- 
ation with long trains was claimed to 
be hindered through inability of train- 
men on the rear end to transmit signals 
to the engineer on the head end. Trains 
of 100 cars are said to average nearly 
a mile in length, and many railroads 
operate trains of that many and more 
cars. Under normal weather condi- 
tions proponents of the bill held that 
hand signals, the only method of sig- 
naling from rear end to head end on 
freight trains, could not be understood 
for longer than one-half mile, or ap- 
proximately 60 cars. While only sig- 
nals to start, stop, and back need be 
given, some witnesses felt this made 
long-train operation hazardous. 


A MINOR safety argument for the 

bill has to do with inspection of 
cars en route. Several witnesses pointed 
out that, with long trains, adequate in- 
spection could not be given to cars dur- 
ing stops, nor could a trainman detect 
dragging brake rods, hot boxes, or 
sliding wheels. 

As is generally well known, the im- 
pelling reason for the train-length bill 
is one that has no direct relationship to 
safety. Limiting the length of freight 
trains would mean an increase in rail- 
road employment. Wherever long 


length of freight trains would be limited to 70 cars, exclu- 


q “... the most recent regulatory attempt is that whereby the 


sive of locomotive, tender, and caboose . . 
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. the surprising 
aspect of this piece of legislation is the ease with which it 
passed the United States Senate on July 26th of this year. 
Little publicity has ever been given to this legislation...” 


DEC. 9, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


trains are being used, limitation of 
trains to 70 cars would mean extra 
crews to handle the additional trains. 
This argument for the bill is of real 
political significance. Indeed its politi- 
cal significance is enhanced by the fact 
that no proponent of the bill, either be- 
fore the Subcommittee on Interstate 
Commerce or the Senate, pressed this 
argument on behalf of the bill. Esti- 
mates of additional jobs range from 
30,000 to 50,000. This is interesting 
when one considers that after the de- 
pression of 1920 employment of rail 
trainmen dropped 14.4 per cent or 
14,000 men to 1929, and by almost 40 
per cent or 40,000 men to 1934.* With 
better traffic since 1934, more trainmen 
have been employed, but the increase 
has not been large and many less train 
crew jobs exist now than in 1920. 


re argument for the bill 


has been advanced. Proponents 
have claimed that improved service 
would result from shorter trains and 
that the railroads could hence get some 
of the traffic taken by competitive 
agencies, notably the trucks. Senator 
B. K. Wheeler of Montana pointed out 
that: 


The railroads have got to come to shorter 
trains whether we enact this legislation or 
not. They have to do it because they will 
have to speed up their service if all of their 
business is not going to be taken away from 
them by the trucks and busses.5 
Those such as Senator Wheeler, see 

no sizable increase in cost with this 
“improved” service. As the Senator 
from Montana reasons it, average 
freight train length in all Class I rail- 
ways has never exceeded 49 cars. 
Therefore, all the carriers need to do 
is to make trains more uniform in 
length by putting more cars on the 
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shorter trains and stop running long 
trains. The specious character of this 
argument will be dealt with presently, 

Congress has an indisputable right, 
both in law and in the interests of the 
traveling and working public, to legis- 
late for safe carriage of interstate com- 
merce. If the train-length bill is clearly 
a needed safety measure, increased em- 
ployment of trainmen and costs for 
railroads are secondary matters. But 
if the bill has no sound basis as a safety 
measure, its ‘make-work” character- 
istics should condemn it to every per- 
son interested in efficient industrial 
management, especially where that in- 
dustry is one built up by private capital. 


f Sho as one might to find probative 
evidence that the bill is a reason- 
able solution to a problem of hazardous 
train operation, the record of hearings 
and discussion of the bill do not show 
it. The writer has gone over the evi- 
dence presented and cannot find how 
enactment of the bill would improve 
safe operation. 

As to shock to trainmen on the rear 
end of long trains, the evidence is 
curious. To be sure, railroad labor 
organizations presented a record of 
accidents, supposedly due to shock, to 
workers in the caboose on trains above 
70 cars long. This evidence is striking, 
but no analysis was made to show that 
such accidents were more frequent on 
longer trains than on shorter. Nor was 
any attempt made to show what pro- 
portion of total accidents could be 
traced to shock. In many cases the rear 
end shock probably resulted from 
causes not necessarily related to the 
length of the train. 

Evidence was introduced to show 
that above train lengths of 60 cars 
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Restrictive Railroad Regulatory Policy 


ce 


. regulatory policy has restricted railroads in their attempt to 


participate in returning prosperity. The Railroad Retirement Act 

threatened for several years to place a serious burden on rail finances. 

Even as the plan is now set up, the cost to railroads is greater than 

that to other industries under the Social Security Act. Rate policy 

of the Interstate Commerce Commission, in the face of rapidly ris- 
ing prices, has not been particularly liberal...” 





more signals were misunderstood than 
understood in normal daylight. One 
does not have much dispute with the 
accuracy of these tests. But several 
questions may be raised. With only 
fair or poor visibility conditions, might 
the same or greater hazard result with 
many less than 60 cars? Where visi- 
bility is poor, due to weather or length 
of trains, is it not the train crew’s re- 
sponsibility to be sure of signals before 
proceeding, in case the train is stopped ? 
And if the train is in motion, any signal 
from the rear end of the train to the 
head end would mean a stop. In case 
of inability to get a “stop” signal to 
the engineer, the freight train con- 
ductor can always set the air brakes 
from the rear of the train. Even 
though an unusual shock should occur 
due to such action, should trainmen on 
the rear end be unprepared for it? 


Interstate Com- 


i UeTHERMore, 
merce Commission statistics show 
that in the ten years from 1924 to 
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1933 inclusive, failure to understand 
signals accounted for only 3 deaths and 
46 injuries over 11 billion train miles 
of operation.’ This accident rate hard- 
ly indicates that misunderstanding of 
hand signals is an important hazard. 
Moreover, these data do not prove that 
the casualties resulted from long-train 
operation. As a matter of fact, investi- 
gation by the Interstate Commerce 
Commission’s bureau of safety dis- 
closed no accidents from 1928 to 1933 
that resulted from misunderstanding 
hand signals on long trains.” If inaccu- 
rate signaling is a problem, the answer 
should be found in improved signaling 
methods, hardly in limiting length of 
trains. 

While arguments for the bill on the 
score that hazardous rear end shocks 
result from long trains are inconclu- 
sive, opponents of the bill were not able 
to prove the insignificance of these 
accidents. Their data do show several 
things. In the period when long-train 
operation grew in importance, not only 
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did the rate of train accidents, casual- 
ties to trainmen from all causes, and 
casualties due to rear end shock de- 
crease notably, but loss and damage 
claims and cost of clearing wrecks de- 
creased. The data are shown in Table 
I below. 


HE data in Table I indicate that 

the improved accident and casualty 
record of the railroads has come about 
in spite of a tendency to increase train 
lengths. To be sure, these data are not 
conclusive evidence that train lengths 
played no part in creating hazards, for 
the decline in accidents and casualties 
may have resulted from improved safe- 
ty devices and safety education under- 
taken by the carriers. These data 


hardly support the safety aspect of the 


train-length legislation, though those 
favoring the bill could easily say that, 
had trains been shorter, the safety 
record would have been better. How- 


e 


ever, where data do exist on acci- 
dents ascribable to train length, no 
basis is found for upholding limitation 
of length to 70 cars. From statistics 
submitted to the Interstate Commerce 
Commission, plus analysis of trains in- 
volved in individual accidents, the 
Bureau of Railway Economics pre- 
sented Table II to the Senate Com. 
mittee. 

This table shows that very little dif. 
ference exists between accidents and 
casualties on trains over and under 70 
cars in length. Measured in freight 
train miles, the record of long trains is 
surprisingly good, while measured in 
freight trains run per accident or 
casualty the record of long trains is 
slightly better than that for short 
trains. This difference is no doubt in 
part due to the fact that many of the 
short trains are local trains which do 
much more switching at intermediate 
points than do long trains. 


TABLE I 
FreicgHt TRAIN LENGTH AND CASUALTY RATE 


Trainmen 

Casualty 

Rate per 
Million Man 


Average 
Length of 
Freight 


Tratns Hours 


Source: Hearings on S. 27 and S. 344, supra, pp. 223, 225, 
on S. 2625, U. S. Senate, 73rd Cong., 2nd 


1934). 
DEC. 9, 1937 


Train Service 
Casualties to 

Road Freight 
Conductors 


and 
Brakemen Loss and 
Due to Jerks Damage 
per Million Payments 
Freight (millions of 
Train Miles dollars) 
59.2 
53.5 
51.2 
49.3 
46.7 
49.3 
42.4 
31.6 
22.7 


Train 
Accidents 


Mak 

tllion 
Train 
Miles 


7.1 


; and Hearings 
(April and May, 


ess., p. 1 
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TABLE II 


FREIGHT TRAINS AND TRAIN MILES PER ACCIDENT AND PER CASUALTY 
To Roap Freight TRAIN AND ENGINE MEN, YEAR 1929. 


Freight Trains Run per 
Fatality 


Group Accident 


Trains of 70 cars 
and under 
Trains of 71 cars 
and over 
Total trains run ....1, 


44,327 


52,506 
45,671 


Thousand 
Freight Train Miles per 
Nonfatal Nonfatal 
Injury Accident Fatality Injury 


1,113 68 


996 96 
1,089 73 


2,703 68 


4,804 91 
3,048 73 


Source: Hearings on S. 2625, supra, p. 208. 


i proof that train length is 
not inherently linked to hazard is 
given by comparison of results ob- 
tained where limitation has been placed 
on train operation by law. Arizona has 
had such a law in effect since 1912, al- 
though it has been challenged recently 
in the courts.* Figures prepared from 
Interstate Commerce Commission acci- 
dent reports by the Southern Pacific 
Railroad show that the Arizona law 
did not reduce total accidents to train- 
men on that road as much as they had 
been reduced in a comparable state 
where no such law was in force. As for 


e 


accidents due to causes which might be 
attributed to length of trains, the 
record of Arizona showed no improve- 
ment.® Further support for these data 
can be found in the train and train serv- 
ice accident record of Arizona as com- 
pared to that of all states. These are 
shown in Table III. Certainly this 
record cannot be used as proof of ef- 
fectiveness of the Arizona law for safe 
operation. Like conclusions were 
reached by the Brookings Institution in 
its study of the American transport in- 
dustry, published in 1933.%° 

Inability to inspect cars en route is 


TABLE III 
INDEX OF TOTAL TRAIN AND TRAIN SERVICE CASUALTIES 


(1924=100) 


Ariz 
Killed 


Average 


ona 
Injured 


All States 
Killed Injured 
100 100 100 
104 102 99 
104 107 
152 

89 


71 


Source: Interstate Commerce Commission, Bureau of Statistics, Accident 


Bulletins, 1924-1935 incl. 
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a hazard that may very well exist to a 
greater degree with the so-called long 
trains than with the short trains. That 
limitation of train length is the way to 
meet this hazard is doubtful. The In- 
terstate Commerce Commission has 
adequate power to deal with inspection 
of cars. If inspection cannot be made 
well enough on long trains while in 
motion, the commission could order 
more frequent stops for thorough in- 
spection. The extent to which acci- 
dents occur on long trains rather than 
on trains under 70 cars, due to inability 
to detect defective equipment, was not 
brought out by the hearings and is 
probably not an important cause of 
railway accidents. 


“7—" look at a different side of the 
safety picture, available evidence 
indicates that, if anything, limitation 
of train length would increase grade- 
crossing accidents. By limiting the 
number of cars on each train and in- 
creasing the number of trains, hazard 
at grade crossings would appear to be 
greater. Grade-crossing casualties bear 
a fairly constant relationship to train 
miles run, as is shown in Table IV. 
With automobiles registered not 
changing materially in the period 


7 


studied, note that, not only is the 
casualty rate for grade-crossing acci- 
dents much greater than for accidents 
due to jerks to road freight trainmen 
(see Table I), but, if the train length 
bill were enacted, the increase in train 
miles would certainly increase casual- 
ties due to grade-crossing accidents. 
Limitation of train length would 
obviously increase railroad employ- 
ment, since many trains of more than 
70 cars are being operated on leading 
railroads where traffic is heavy and for 
a fairly long haul. Estimates of the 
number of trains so operated are placed 
around 25 per cent of the total trains 
now being run. The increase of em- 
ployment made possible is clearly an 
argument for the bill which is valid in 
the sense of being unassailably true. 
But make-work schemes have never re- 
ceived any economic justification. 


| grermngunnid of an individual enter- 
prise, as prosperity of a nation, can- 
not be brought about by decreasing 
productivity. Efficiency is not obtained 
by increasing cost relative to output. 
Indeed, the “‘make-work”’ aspect of the 
bill is so untenable, especially as applied 
to private industry, that proponents of 
the bill have not admitted this feature 


TABLE IV 
Grape Crossing CASUALTIES 


Automobiles 
Registered 
(millions) 


Casualties 
er 
illion 
Train Miles 


gens 9 Freight 


Train M: les 
(millions) 


Source: I. C. C., ee Bulletin No. 102, p. 6, quoted 1 in Hearings on S. 27 


and S. 344, supra, p 
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Long Trains Safer for Crossings 


T° look at a different side of the safety picture, available evidence 
indicates that, if anything, limitation of train length would in- 
crease grade-crossing accidents. By limiting the number of cars on each 
train and increasing the number of trains, hazard at grade crossings 
would appear to be greater. Grade-crossing casualties bear a fairly con- 


stant relationship to train miles run... 


+? 





tobe a part of their argument. In hear- 
ings on the bill, Senator H. T. Bone of 
Washington was the only person, out- 
side of opponents, who brought the 
employment characteristics of the bill 
tothe fore. Placing the problem of un- 
employment and technological progress 
before a witness, Senator Bone showed 
that he saw in the bill a means of check- 
ing advance while employment became 
adjusted to new methods and tech- 
niques," 

Of all invalid arguments for the bill, 
some used by Senator Wheeler are par- 
ticularly noteworthy. As mentioned 
above, the Senator claimed that, since 
the average length of freight trains 
was less than 49 cars, even in 1930, all 
the carriers need to do is to make their 
trains of more uniform length. The 
Senator evidently forgot that this aver- 
age includes all freight trains of Class 
I carriers throughout the country. Ob- 
Viously, trains of companies which 
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have light traffic, and many branch line 
and main line local trains of large car- 
riers would not be as long as the aver- 
age, and could not be if regular runs 
are to be made. Moreover, the average 
includes special runs of short trains, 
trains running light (+. e., locomotive, 
tender, and caboose) due to special de- 
mands, as well as the many long trains. 


F . pescasidh reflection would show 
how foolish it is to take an aver- 
age of practically all train movements 
in the nation and conclude that at any 
particular time or on any particular 
line, trains of that size, or even some- 
what larger, could be run most effi- 
ciently. On some parts of main line 
operations of roads like the Chesa- 
peake and Ohio, the average of cars 
handled on freight trains is probably 
100 or more cars. Practically no short 
trains would be run on such lines, ex- 
cept local trains. How is it supposed 
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that a railroad can limit the cars per 
train in such a case without increasing 
the number of trains? 

As for improved service through 
shorter trains, little need be said. In 
the past, and sometimes in the present, 
railroad managements may be accused 
justly of reactionary tendencies. But 
improved railroad service in recent 
years has reflected progressive manage- 
ment policies by most railroads. If a 
shipper or a locality is getting poor rail 
service, recourse may be had to the In- 
terstate Commerce Commission, for 
adequate legal provision has already 
been made for service requirements. If 
the shipper or locality is taking traffic 
to other agencies, due to poor railroad 
service, that problem would appear to 
lie in the realm of discretion reserved 
to management. Whenever legislation 
must replace profit-making motives to 


get business, then shipper and investor 
alike are surely lost. 


HE effect of the train-length 

legislation, so far as the railroads 
are concerned, is, of course, largely a 
matter of cost. Not unimportant is the 
possibility that one victory of this kind 
by railroad labor might lead to another 
and that similar pieces of make-work 
legislation, such as the full crew and 
6-hour-day laws, might be passed. But 
the immediate effect of passage of the 
bill is measured in terms of cost. In 
many cases where increased costs will 
result, accurate estimates can hardly be 
made, nor can the full effect of the bill 
on particular railroads be measured 
accurately. 

One clear increase of cost would re- 
sult from the increased number of 
man-hours used for train operation. 
Other increased out-of-pocket costs 
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would be occasioned by additional loco- 
motive repairs, engine house expenses, 
fuel, water, lubricants, operating yards, 
signaling, dispatching, terminal opera- 
tions, increased cost of grade-crossing 
accidents, and other items. In 1935, 
the Bureau of Railroad Economics 
estimated these out-of-pocket expenses 
alone to be $140,000,000 annually, 
based on 1934 business, or more than 
four times net income of all Class | 
carriers for that year.” Since railroad 
traffic is materially above 1934, and 
rail costs have been sharply increased 
with rising prices, as well as because of 
almost certain increase in trainmen’s 
and enginemen’s wages, this estimate 
is probably altogether too conservative 
for the present. 


URTHER costs would be encountered 

in investment accounts. In many 
instances large locomotives, built at 
great cost and capable of handling long 
trains efficiently, would become obso- 
lete. Yard tracks at principal classifica- 
tion terminals, designed to hold long 
trains, would probably have to be re- 
built for more, but shorter, trains. Not 
only would many smaller engines have 
to be built, but engine houses and shops 
might have to be altered to make way 
for these additional engines. Some 
carriers which now have single track 
operation would have to double-track 
their facilities or build many more 
passing sidings to care for additional 
trains. More interlocking and block 
stations and more train order offices 
might have to be built. These invest- 
ment costs are hard to estimate and 
would not be applicable to all railroads 
alike, but that they would be large is 
hardly open to doubt. 

In the face of all too well-known 
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railroad financial conditions, and the 
narrowing spread in 1937 between 
railroad gross and net income, due to 
costs rising faster than revenues, such 
legislation as the train-length bill 
should only be passed under impelling 
circumstances. If train-length legisla- 
tion is so urgently needed, the record 
does not show it. 


Ks though the bill should be 
passed by Congress, its constitu- 
tionality is uncertain. Congress has 
ample constitutional authority to pass 
laws providing for safe carriage in in- 
terstate commerce. But where the 
safety features of a law are doubtful, 
the law can be found unconstitutional 
under the Fifth Amendment as a tak- 
ing of property without due process of 
law. Federal power to limit train 
lengths has, of course, never been 
passed on by the courts. Moreover, the 
interstate commerce power of Congress 
has been broadened as the result of re- 
cent Supreme Court decisions. But the 
constitutional precedent that limita- 
tions expressed in the Fifth Amend- 
ment apply to delegated powers of 
Congress has been well established.” 
Consequently, in a test of train-length 
legislation, constitutionality would 
probably depend upon the reasonable 
relation of safety in interstate com- 
merce to the length of freight trains. 


2 


If the method adopted by the bill does 
not reasonably promote safety, the 
bill, if enacted into law, might not be 
validated in the face of loss of prop- 
erty, through higher costs and liberty 
of management which the Fifth 
Amendment is designed to protect. 

A Federal circuit court did pass upon 
the Arizona train-length law in 1933 
and found the law unconstitutional." 
While the decision was carried to the 
United States Supreme Court, the case 
was not decided on its merits there, 
due to a legal technicality. Most of the 
grounds upon which the circuit court 
found the legislation invalid had to do 
with state interference with interstate 
commerce in a field where Congress 
had acted by car service and other 
safety legislation. However, the court 
did investigate all possible safety argu- 
ments for the law. Here the court held 
that limiting train lengths by law was 
arbitrary, unreasonable, and bore no 
relation to safety of persons or prop- 
erty. 


ie spite of soft words about the 
safety feature of train-length legis- 
lation, on and off the floors of Con- 
gress, available evidence indicates that 
such bills are sheer class legislation, in 
the interests of increasing employment 
of railroad trainmen. Discussion of 
the bill, and the vote taken on it, by the 


increased employment of trainmen and costs for railroads are 


q “IF the train-length bill is clearly a needed safety measure, 


secondary matters. But if the bill has no sound basis as a 
safety measure, its ‘make-work’ characteristics should con- 
demu it to every person interested in efficient industrial man- 
agement, especially where that industry is one built up by 
private capital.” 
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Senate indicate that few of the mem- 
bers of that branch of Congress had 
studied the bill and knew whether it 
was a reasonably necessary piece of 
safety legislation. It was apparently 
enough for most of those voting for 
the bill to know that it would help rail- 
road labor and that the railroad 
brotherhoods were strongly in favor of 
it. 

Even for some of those Senators 
who had ostensibly studied the bill, the 
evidence could not convince them. The 
stand of Senator Wheeler is an 
example of this attitude. He voted for 
the bill as a safety measure, saying that 
he put more reliance in experience of 
“practical railroaders” than in testi- 
mony of “statisticians and college pro- 
fessors.”” As for the possible effects of 
passage of the bill on freight rates, the 
Senator claimed that, even if costs did 
increase, the amount would not be 
sufficient “to warrant the Interstate 
Commerce Commission in permitting 
the railroads to increase their freight 
or passenger rates.” In other words, 
so long as shippers do not lose, why 
worry about the effect of such “make- 
work” legislation on the railroads? 


Pion conten J. B. Eastman is 
hardly known as one who believes 
that railroad regulation should be ma- 
terially relaxed. Yet, in a speech made 
in Chicago in 1935, Mr. Eastman 
stamped such bills as the full-crew and 
train-length bills as “mere make-work 
measures.””* It is significant too that 
the Interstate Commerce Commission, 
always ready to recommend needed 
legislation, has never suggested that the 
train-length bill be passed. 

If any hazard traceable to the length 
of trains does exist, the problem of 
DEC. 9, 1937 


eliminating that danger does not ap- 
pear to be met by train-length legisla- 
tion. Further research in braking and 
in methods of absorbing shocks may 
reduce the hazard. These are technical 
matters to be solved by engineering ex- 
perts, but hardly by lawmakers. If re- 
sults of research which promote safety 
are not put into use by railroads, the 
Interstate Commerce Commission 
would still be able to order their appli- 
cation. 

It is to be hoped that Congress will 
in future sessions vote down the train- 
length bill. But with railroad labor so 
strongly in favor of the bill and the 
legislative ear so attuned to the voice 
of labor, this seems unlikely, unless 
more general public opinion can be 
aroused in such matters. While it is 
perhaps too much to expect, railroad 
labor should realize that ‘“‘make-work” 
laws do not aid employment in the long 
run. Increased costs to industry oc- 
casioned by such laws can only mean 
decreased efficiency in terms of labor 
output. 

How can labor expect its wages and 
employment to increase in the face of 
reduced productivity? 


mgs the greatest importance of 
the train-length bill is in the effect 
of similar legislation in the railroad in- 
dustry and out. For purpose of momen- 
tary gain, railroad labor may drive for 
passage of other “make-work” bills. 
Moreover, the threat of this type of 
legislation does not stop with the rail- 
roads. Interstate transmission of 
electricity and gas, interstate carriage 
of persons and things by other trans- 
port agencies, telegraph, telephone, and 
radio are all clearly in interstate com- 
merce. Furthermore, after recent ' 
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Supreme Court decisions, how can one 
know where the limit of Congress’ in- 
terstate commerce power is? A steel 
manufacturer has been found to engage 
in interstate commerce, as well as a 
trailer manufacturer and a clothing 
manufacturer. If organized labor can 
devise methods to make additional jobs, 
perhaps the success of railroad labor 
will lead other labor groups to make 
drives elsewhere. 

The writer of this article is not op- 
posed to safety legislation designed to 
save life and limb. If any industry 
cannot bear the cost of insuring safety, 
then, perhaps, private initiative should 
be done away with there. If the product 
is one necessary to national welfare, 
the government should operate the in- 
dustry, thereby having taxpayers take 


the loss. But where, in the name of 
safety, Congress uses its power to 
legislate in favor of a particular group 
at the expense of private industry, such 
action ought to be condemned. 


HE railroads are beginning to 

participate in returning prosper- 
ity. With improved traffic and rebuilt 
financial structures, investors in this 
large industry may yet obtain a stabi- 
lized return. Nevertheless, if unneces- 
sary legislation is added to that already 
hampering railroad operation, and if 
railroad train and enginemen continue 
their raid on railroad revenues, the 
future of private enterprise in this field 
may be threatened. And this threat 
should not be without meaning to ship- 
pers and taxpayers. 


e 


Footnotes 


1Notably S. 2625, H. R. 7301, H. R. 701 in- 
troduced in 1934; S. 27 and S. 344 introduced 
in 1935; and S. 69, H. R. 147, H. R. 4891, H. R. 
6795, and H. R. 8024 introduced in 1937. 

2Cars used in passenger service include 
passenger, mail, express, baggage, combina- 
tion, or other cars ordinarily handled in a 
passenger train. 

8For details of bill and passage, see “Sen- 
ate Passes Train Length Bill,” 60 Traffic 
World 243 (July 31, 1937) ; see also Congres- 
sional Record for July 26, 1937. 

* Hearings on S. 27 and S. 344, U. S. Sen- 
ate, 74th Cong., Ist Sess., p. 49 (June, 1935). 

5 Quoted in 60 Traffic World 244. 

Fae on S. 27 and S. 344, supra, 


p. 236. 

TIbid., p. 237. 

8 Especially in Atchison, T. & S. F. R. Co. v. 
La Prade (1933) 2 F. Supp. 855. The legal 
aspects of this legislation are discussed below. 

Hearings on S. 27 and S. 344, supra, pp. 
280-1. All accident figures were on a com- 
parable basis, such as train miles, locomotive 
miles, and car miles. 

See Moulton, H. G., and others, The 
American Transportation Problem, Washing- 
ton; Brookings Institution, 1933, p. 226. 

_ "For Senator Bone’s discussion, see Hear- 
ings on S. 27 and S. 344, supra, pp. 258 ff. 


12 Tbid., pp. 204-5, 274. Net income for Class 
I carriers for 1934 was $32,300,000. 


18 For the effect of this restriction, see 
Champion v. Ames (1903) 188 U. S. 321, 357, 
47 L. ed. 492; Baltimore & O. R. Co. v. Inter- 
state Commerce Commission (1911) 221 U. S. 
612, 618, 55 L. ed. 878; Truax v. Corrigan 
(1921) 257 U. S. 312, 66 L. ed. 254. In sum- 
marizing the content of the interstate com- 
merce power, Chief Justice Hughes, in Na- 
tional Labor Relations Board v. Jones & 
Laughlin Steel Co. (1937) 301 U. S. 1, 36, 57 S. 
Ct. 615, said: “The fundamental principle is 
that the power to regulate commerce is the 
power to enact ‘all appropriate legislation’ for 
‘its protection and advancement’; to adopt 
measures ‘to promote its growth and insure 
its safety’; ‘to foster, protect, control, and re- 
strain.’” (Citations omitted.) 


14 Atchison T. & S. F. R. Co. v. La Prade, 
supra. Over 10,000 pages of testimony were 
taken in the case and the written opinion of 
the court shows how painstaking the ju 
were in their investigations. It is interesting 
that a like decision was made by a Federal 
court recently in declaring unconstitutional the 
train-length bill of Nev: passed in 1935. 


15 Quoted in Hearings on S. 27 and S. 344, 
supra, p. 170. 
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The Growing ‘Tax Menace 


It threatens all business and is now a 
major problem of the public utilities 


Resistance to expanding governmental expenses, in the opinion of the 

author, should therefore be stiffened, the education of the public concerning 

the high costs of government extended, and more diligent efforts directed at 
decreasing the costs and increasing the revenues of public utilities. 


By ALFRED G. BUEHLER 
UNIVERSITY OF VERMONT 


/ HE taxes of public utilities, as 
well as taxes in general, are soar- 


ing. The annual tax bill of the 
nation is now around $12,000,000,000, 
the largest amount in our history. 
Whereas taxes in the 1920’s were about 
12 per cent of the national income, in 
the 1930’s they have been about 17 per 
cent. The ratio of taxes to the national 
income may decrease during boom 
periods, but it increases during wars 
and prolonged depressions. As gov- 
ernment functions are more extensively 
and intensively performed, taxes show 
a long-run tendency to increase in re- 
lation to the national income. 


The taxes paid by public utilities are. 


rising, in harmony with the general 
trend. Some observers believe they are 
mounting faster than taxes in general. 
Taxation is now a major problem of 
the public utility industries. The taxes 
of electric light and power companies 
exceeded $300,000,000 in 1936, ac- 


cording to preliminary reports, and will 
presumably be considerably more this 
year. The taxes of steam railroads 
were $320,000,000 in 1936, as com- 
pared with $237,000,000 in 1935. 
Railroad taxes in the first five months 
of 1937 were $150,000,000, or $28,- 
000,000 more than the taxes in the 
same period of 1936. 

The electric light and power in- 
dustry and the steam railroads each pay 
one-third or more of the total public 
utility taxes. The remaining taxes, 
amounting to less than one-third of the 
total, are paid by the telephone and 
telegraph companies, the gas industry, 
and other public utilities. The taxes 
of telephone companies were in the 
neighborhood of $125,000,000 in 1936 
and may not be far from $150,000,000 
in 1937. The manufacturers of gas ap- 
parently paid taxes of approximately 
$45,000,000 in 1936. It seems probable 
that the taxes of the various public 
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THE GROWING TAX MENACE 


utility industries were in excess of 
$800,000,000 in 1936 and will be near 
to $900,000,000 in 1937. ~ 


Oo industries, of course, also 
pay large taxes. The taxes upon 
motor vehicles and motor vehicle fuel 
are over $1,000,000,000 annually. 
The alcoholic beverage industry esti- 
mates that its total Federal, state, and 
local taxes are now not far from $1,- 
000,000,000. The point is well estab- 
lished, however, that the public utilities 
are among the nation’s largest and most 
important taxpayers. 

The public utilities have been active 
in educating the public concerning their 
tax burdens and the high cost of gov- 
ernment. The data published by the 
electric utilities indicate that their 
taxes increased from $4.14 for each 
customer in 1922 to $11.77 for each 
customer in 1936. The steam railroads 
have announced that they pay taxes 
amounting to $10.12 every second, and 
have reminded the public that there are 
3,600 seconds in every hour. The 
American Telephone and Telegraph 
Company has proclaimed that its taxes 
are averaging $9 for each telephone in 
1937 as compared with $5.60 for each 
telephone in 1929. In late years the 
taxes paid by the public utility indus- 
tries have amounted to 8 to 10 per cent 
of the nation’s total tax bill These 
huge tax charges are important from 
the viewpoints of investors, consumers, 
and governments. An investigating 
commission in Rhode Island recently 
reported : 

_ Corporations in general and public serv- 

ice corporations in particular are geese pro- 

lific in the production of the golden eggs of 
taxation, but due care should be exercised 


lest the supply be shut off. The law of 
diminishing returns operates promptly and 


the curtailment of activity affects adversely 
the public, the employees, and the corpora- 
tion alike, 


i 2 AXES are now high, but they are 


bound to be higher. The expendi- 
tures of American governments con- 
tinue at the amazing level of $17,000,- 
000,000 annually. Approximately one- 
half of these expenditures are Federal. 
Taxes amount to approximately $12,- 
000,000,000, leaving large sums to be 
met by borrowing. If American gov- 
ernments, and especially the Federal, 
are to maintain balanced budgets, 
either expenditures must decrease or 
taxes must increase. In the light of 
history, it is more likely that taxes will 
increase than expenditures will de- 
crease. The social security and public 
relief expenditures will probably re- 
main permanently as heavy charges on 
governments. At least the interest on 
the public debt must be paid. If in- 
roads are to be made on the amount of 
debt outstanding, say at a rate of $1,- 
000,000,000 a year on the Federal debt, 
larger expenditures for debt charges 
must be accepted for a number of years. 
War also continues to be a constant 
threat and armament expenditures will 
increase rather than decrease. The 
functions of education and highways, 
furthermore, will no doubt make heavy 
claims upon government budgets. .~ 


S OME rays of hope may shine 

through the threatening tax clouds 
in the form of improved business con- 
ditions, and some of the harassed tax- 
payers, at least, will find themselves in 


a better position to pay taxes. The pub- 
lic utilities, however, must always con- 
sider the possibilities of more stringent 
rate regulation as well as heavier taxa- 
tion. Government ownership on a 
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wider scale is also a risk that should 
not be eliminated from this discussion. 
Some of the public utilities, like the 
steam railways and the street railways, 
have suffered severe financial reverses 
in recent years and face a gloomy 
future. The Federal animosity toward 
large corporations and holding com- 
panies, as expressed in such measures 
as the undistributed profits tax and in 
the revision of the income tax laws, as 
well as in the Public Utilities Act of 
1935, shows no present signs of greatly 
abating. 

Railroad taxes reached a high level 
of $397,000,000 in 1929, when they 
were 6.3 per cent of gross operating 
revenues, 22.4 per cent of net operating 
revenues, and 31.7 per cent of net 
operating income. In 1936, despite the 
smaller tax bill of $320,000,000, taxes 
were relatively heavier because of the 
less satisfactory financial condition of 
the railroads. In the latter year, taxes 
were 7.9 per cent of gross operating 
revenues, 28.5 per cent of net operat- 
ing revenues, and 47.9 per cent of net 
operating income. 


HE electric light and power utili- 

ties have enjoyed a more satis- 
factory relationship between costs and 
net revenues than the steam railroads, 
but their taxes have also been growing 
faster than their revenues. In 1932, 
considering only the results of electric 


e 


operations, taxes were $215,000,000, 
or 11.7 per cent of gross operating 
revenues and 27.6 per cent of operating 
income. By 1935, taxes were $255,- 
000,000, or 14.1 per cent of gross 
operating revenues and 36.3 per cent 
of operating income. Reports from 
many corporations for 1936 show that 
taxes increased during the year at a 
much higher rate than their gross 
operating revenues and their operating 
income, and at a somewhat higher rate 
than their net income. 

What can be done about the high 
tide of taxes? Resistance to expanding 
expenditures should be stiffened, the 
education of the public concerning the 
high costs of government should be 
extended, and more diligent efforts 
should be directed at decreasing the 
costs and increasing the revenues of 
public utilities. There is, unfortunately, 
no panacea for the high costs of gov- | 
ernment and the heavy toll of taxation. 
If expenditures and taxation are to be 
kept under control, public opinion must 
be organized and directed toward that 
goal. 


HE problem of public utility taxa- 

tion, however, is not only one of 
controlling the total tax bill, but also 
a problem of securing better taxes. If 
taxation is to be just, its burdens should 
be distributed among the various in- 
dustries equitably so that, in raising 


during boom periods, but it increases during wars and pro- 


q “THE ratio of taxes to the national income may decrease 


longed depressions. As government functions are more ex- 
tensively and intensively performed, taxes show a long-run 
tendency to increase in relation to the national income. The 
taxes paid by public utilities are rising, in harmony with 


the general trend.” 
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revenue, it will leave the various in- location of the property, and traffic 
dustries in the same relative position units. 
and will not modify materially the The accurate valuation and alloca- 
basic competitive conditions. tion of interstate public utility proper- 
Before the depression of the 1930’s__ ties are exceedingly difficult problems 
about 75 per cent of the tax payments that are solved largely by arbitrary 
of the public utilities were made to the methods. Many inequalities arise in 
state and local governments. That per- property taxation, but it is retained, in 
centage rose to approximately 85 dur- spite of its evils, in the application of 
ing the depression with the sharp the traditional American principle of 
shrinkage in net earnings and Federal expediency in business taxation. The 
income tax payments. With returning gross earnings taxes are simpler than 
prosperity, the share of Federal taxes the property taxes, but when property 
isagain increasing. Thistrendis being has to be valued to determine whether 
hastened by the upward revision inthe the gross earnings taxes compare 
rates of the Federal profits taxes and favorably with the value of public 
the introduction of the undistributed utility property, in relation to other 
profits tax. It is still true, however, property taxes, the baffling complexi- 
that the state and local taxes of the ties of property taxation again appear. 
public utilities are far more burden- 
some than the Federal taxes. 


M ANY of the states and the Federal 
government collect net income 
ee heaviest tax upon the public taxes from public utilities and other 


utilities is that upon their prop- corporations. These taxes are custom- 
erty which is levied in one variety or arily paid in addition to the property, 
another by the state and local govern- gross earnings, and other taxes. The 
ments. Taxes upon gross earnings are corporation income taxes are the 
frequently employed and also provide heaviest of the Federal taxes imposed 
considerable revenues. Property and upon public utilities. The special ex- 
gross earnings taxes have the advan-_ cises that the Federal government col- 
tage, from the viewpoint of govern- lected from public utilities in 1936 
ments, that substantial revenues may amounted to only $64,467,000. While 
always be procured from them regard- the Federal income tax payments of 
less of the condition of profit or loss. the public utilities in 1936 are not yet 
But such taxes are onerous on public known, they were no doubt much 
utilities because they disregard the in- larger than this sum. The net income 
come position of corporations and must taxes are automatically adjusted to the 
be paid in bad times as well as good. changing income condition of corpora- 
Property is rather arbitrarily assessed tions, so that many taxpayers consider 
according to the going concern and unit them the most just of the various taxes 
tule principles and is then allocated collected from business. But the re- 
among the taxing jurisdictions on the ceipts of the net income taxes fluctuate 
basis of some formula which may give widely with variations in net income 
weight to such factors as track or line and are highly disappointing to govern- 
mileage, gross earnings, the physical ments during severe depressions. 
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Taxation for Social Purposes 


é 


‘... regulatory taxes for social purposes... are not 


justified when they fail to achieve the end in view, 
when they are employed to further the selfish interests 
of a small group, or when they are utilized to reach a 
few culprits at the expense of the majority of tax- 
payers who are not guilty of the evils charged against 


a small minority.’ 





To combine the justice of the net in- 
come tax with the more certain reve- 
nues from a gross earnings or property 
tax, it has often been suggested 
by tax experts that a gross-net tax 
should be imposed that would ordi- 
narily depend primarily upon net earn- 
ings, but in case there were no net earn- 
ings or they fell below a particular level, 
a minimum tax would be levied with 
reference to gross earnings or property 
at a low rate. This tax would not only 
be a payment for the benefits enjoyed 
from government by corporations with 
little or no net income, but would also 
assure governments of minimum reve- 
nues in off years when net earnings suf- 
fered. The miscellaneous license and 
franchise taxes, which public utilities 
commonly regard as a nuisance and 
which produce little revenue, should be 
swept away under any system. They 
are particularly unnecessary when 
taxes are laid upon net earnings and 
gross earnings or property. 


a 
jas saps persons falsely assume that 
it makes no difference what kind 
of public utility taxes is imposed or 
what the level of taxation is, because 
all taxes are shifted to consumers in 
the rates charged for public utility serv- 
ices. 
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While it is true that the rate-fix- 
ing commissions nominally adjust pub- 
lic utility rates to include all costs, 
including taxes, it is nevertheless true 
that in many cases rates are inadequate 
to permit the recovery of taxes and all 
other expenses ie the patrons of 
public utilities. 

Governments do not fix the rates of 
each utility enterprise to meet all the 
costs, but fix rates primarily according 
to average long-run conditions. They 
cannot control the demand for public 
utility services and compel consumers 
to meet all the expenses of every enter- 
prise. Rates, furthermore, are not con- 
tinually adjusted to changing taxes and 
other expenses and may lag behind ris- 
ing taxes and other costs. In particular 
cases, public utilities operate at a defi- 
cit, sometimes for years, and obviously 
cannot shift all their taxes to consum- 
ers. 

Investments in public utilities are 
relatively permanent and cannot be 
withdrawn readily when taxes become 
unduly onerous or other unfavorable 
situations must be faced. At any given 
time many utilities are unable to obtain 
sufficient traffic or to charge rates ade- 
quate to cover all costs, including taxes, 
and to earn a reasonable rate of return 
on the investment. 


764 





THE GROWING TAX MENACE 


|b grtceee taxes affect public utili- 
ties and their patrons differently. 
It makes a great deal of difference, in 
practice, how heavy taxes are and what 
taxes are employed. Taxes should not 
lower the rate of return on investments 
below the rate necessary to attract capi- 
tal, nor should they, as revenue meas- 
ures, be imposed in such a manner as 
to alter the fundamental positions of 
industries and particular enterprises. 

Gross earnings and property taxes, 
for example, are highly unequal in their 
effects upon public utilities if they are 
not shifted and upon consumers if they 
are shifted. These taxes disregard the 
ratio of net earnings to gross earnings, 
the varying rates of return on invest- 
ments, the losses of corporations in 
particular years, and the value of prop- 
erty. If these taxes are shifted to con- 
sumers, on the other hand, they are re- 
gressive in their effects because they tax 
all consumers in the same manner at 
the same rate and press down more 
heavily, relatively speaking, upon the 
low income classes than upon the 
higher income groups. \/ 


i public utilities had a choice, they 
would choose net income taxes in 
preference to other imposts. The net 
income taxes are not perfectly equi- 
table, but they do minimize the in- 
equalities in tax burdens; they rest 
lightly upon corporations with little net 
income; and they pass over corpora- 
tions with deficits. Public utilities 
would also do away with regulatory 
taxes, such as the undistributed profits 
tax and the discriminatory taxation of 
holding companies. The regulatory 
taxes, unfortunately, do not separate 
the sheep from the goats but tax all, 
good and bad, alike. As long as govern- 
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ments regulate the rates of public utili- 
ties and their financing, it seems un- 
necessary to attempt to regulate them 
also by restrictive taxes. 

There is a growing tendency on the 
part of Federal, state, and local gov- 
ernments to impose regulatory taxes 
for social purposes. Such taxes may 
be justified when they are the best 
means of accomplishing a socially de- 
sirable objective, but they are not justi- 
fied when they fail to achieve the end 
in view, when they are employed to 
further the selfish interests of a small 
group, or when they are utilized to 
reach a few culprits at the expense of 
the majority of taxpayers who are not 
guilty of the evils charged against a 
small minority. If the holding com- 
pany, for example, is universally unde- 
sirable in the public utility field, it 
should no longer be tolerated; but if 
the holding company may generally be 
employed in the more effective organ- 
ization of industry to the advantage of 
the public as well as to investors, it 
should not be outlawed by taxation 
merely because some holding com- 
panies have abused the public confi- 
dence and have resorted to antisocial 
practices. 


I F one considers the problems of pub- 
lic utility taxation apart from the 
problems of business taxation in gen- 
eral, he may become unduly pessimistic. 
Throughout the broad field of industry 
tax burdens are inequitable, vexatious, 
and discouraging. As long as the func- 
tions of government are wisely under- 
taken and effectively performed, there 
should be no serious complaint con- 
cerning the costs if they are equitably 
distributed among the various classes 
of taxpayers. If expenditures of gov- 
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ernments can be kept within proper 
bounds, taxation may also be confined 
within safe limits. But the problems of 
controlling public spending and fairly 
distributing the costs of government 
among taxpayers will always remain as 
serious problems. 

The problems of public utility taxa- 
tion, then, are largely the problems of 
taxation in general. It may happen, 
however, that the public utilities at a 
given time or in a given area are being 


taxed more heavily than other indus- 
tries. Taxation should certainly not be 
employed to discriminate against one 
industry to the advantage of other in- 
dustries. The public utilities should not 
be made the target of unfair dis- 
criminatory taxation. They are willing 
and able to bear a just share of the na- 
tion’s taxes, but like other taxpayers 
they should be treated fairly in the 
equitable distribution of the costs of 
modern government. 








Labor under Public Ownership in U. S. S. R. 


“_.. In twenty years the (Soviet) revolution has made so 
little progress toward emancipation—if it has not, indeed, ret- 
rogressed—that the Soviet worker is among the most exploited 
in the world... . And the state has proved that it can be as hard 
a taskmaster as any capitalist boss and can enforce its will with 
a police power infinitely stronger than any coal or iron police 
or venal ‘company sheriff in the United States. 

“ ‘Surplus value,’ which is one of the foundation stones of 
Marx's philosophy—the amount that the worker gives the 
employer in labor above what is received—is exacted in the 
Soviet system too. In Russia that surplus value is being used 
to extend capital construction, to build up a military establish- 
ment and to maintain a swollen army of bureaucratic function- 
aries who probably consume more of the workers’ toil than the 
proprietor class in capitalism. . . . Inefficiency holds down the 
wages that the Soviet can pay—and it, like any capitalist em- 
ployer, must make a profit or go out of business—and enor- 
mously increases the cost of everything the Soviet citizen buys. 
It makes (the worker's) real wage extremely low. And the 
quality of almost everything he buys is so bad that the goods 
could not compete with capitalistically produced goods for a 
minute in any free market.” 

—Harovtp Denny, 
Moscow Correspondent, The New York Times. 
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Control of Utilities in Europe 


Treatment of regulation, ownership, competition, 
and yardstick questions in other countries 


In the opinion of the author there is little doubt that when Washington 

settles down to formulate a definite policy towards the utilities, there is a 

mine of useful experience in Europe to draw from which might prove as 

useful as the mine of legal experience which has proved so valuable to 
American jurisprudence. 


By T. H. MINSHALL 


Europe share their experience. Due 

to the efforts of plant manufac- 
turers, and also to the work of scientific 
societies and publications, engineering 
practice is, broadly speaking, not very 
different or more efficient in one coun- 
try or the other. American engineers 
have learned much from Europe, and 
taught Europe even more. 

In certain other directions, however, 
especially in the regulation of utilities, 
there is, owing to various reasons, not 
the same interchange of knowledge or 
community of practice. Whether we 
judge by the amount of money spent on 
regulation, or the state of public rela- 
tions, or the treatment meted out to the 
stockholder, or the disagreement as to 
national policy in the United States, it 
must be admitted that the nations of 
Western Europe have arrived at more 
satisfactory solutions regarding utility 
control than the United States. 


[i technical matters, America and 


As the legal system of America, and 
indeed the form of government itself, 
unlike the technical practice, largely de- 
rived from European models origi- 
nally, this is somewhat surprising. It 
probably arises, in part at least, from 
the absence in the regulatory sphere of 
bodies analogous to our engineering so- 
cieties, and to the greater difficulty of 
understanding the juristic ideas of one 
country in another ; and perhaps also to 
the fact that it is easier for engineers to 
learn by ocular demonstration than for 
students of regulation. 


A first sight the unsatisfactory posi- 
tion in the United States might 
be too largely attributed to the exist- 
ence of 48 separate states, and to the 
conflict of their interests and methods 
with those of the Federal government. 
But the difference between the political 
conditions in England, France, Swit- 
zerland, Germany, Sweden, and other 
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European countries themselves are at 
least as great as the differences between 
America and Europe. Switzerland has 
its Federal government and cantons, 
Germany its Federal and state govern- 
ments, France and Belgium have cen- 
tral governments, departmental gov- 
ernments, and communes, and all of 
them have the problem of municipali- 
ties. Yet it is, generally speaking, true 
to say that each of these countries has 
arrived at some more or less satisfac- 
tory relationship between central and 
local control, and between public own- 
ership, whether Federal, state, or mu- 
nicipal, and private ownership. In 
none of them is there the same feeling 
of soreness, the same bitter contro- 
versy, which exists today in the United 
States. Consumers, stockholders, and 
taxpayers are all fairly, if not entirely, 
satisfied with the position. 


I’ the electric utilities of the United 
States had failed to give as good a 
service or as low rates or lacked enter- 
prise as compared with European utili- 
ties, the bitterness of the attacks on 
them might be understood, if not justi- 
fied ; but the growth of electricity sup- 
ply, its technical efficiency, and the serv- 
ice given is, on the whole, as good as, 
or better than, in any other country. 
None the less, the utilities are now 
being severely criticized, and as modifi- 
cations of the system, both as regards 
ownership and regulation, are under 
consideration, it may be interesting to 
see how Europe handles these matters. 
While there are a large number of fac- 
tors affecting utilities which it would 
be interesting to compare, space neces- 
sitates confining ourselves to three 
principal points, namely, ownership, 
regulation, and competition. 
DEC. 9, 1937 


Until comparatively recently, rate 
regulation was the principal issue in the 
United States, but in recent years the 
incursion of the Federal government 
with its own hydro stations and sub- 
sidies to municipalities, and legislation 
affecting interstate power and holding 
companies, has brought other aspects 
of the situation. 


HE bulk of utility regulation in 

the United States is done by state 
commissions, appointed in various 
ways. The basic principle is to fix such 
rates as will give a fair return on the 
capital properly employed. This in- 
volves frequent and expensive investi- 
gations as to the capital account. 

In England, the method adopted 
avoids this. The regulation of local 
utilities (companies and municipalities 
with limited tenure) is done by fix- 
ing arbitrary maximum prices (usually 
16 cents per kilowatt hour) in the gen- 
eral acts governing the franchises, 
although the electricity commissioners 
can, but seldom do, modify these maxi- 
ma. These maxima are in practice 
too high to be effective, the rates ac- 
tually charged being, in effect, settled 
by the competition of gas and other 
forms of power and/or the extent to 
which the management seeks new busi- 
ness. The power companies (those 
with perpetual tenure and covering 
large areas) are usually governed by a 
sliding scale of price and dividend 
(analogous to the Washington Plan) 
but there also the actual rates charged 
are lower and are, in effect, fixed by 
competition, or the desire to expand 
sales. The London companies are gov- 
erned by a sliding scale which is more 
effective, but here also the rates charged 
are steadily being reduced by most utili- 
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ties. In the new legislation proposed by 
the government, considerable exten- 
sions of the sliding scale are proposed. 


i France, the franchises for distri- 
bution undertakings lay down a 
maximum price, below which the dis- 
tributor may charge whatever thought 
fit, providing the principle of equity be- 
tween similar consumers is respected. 
In practice, lighting is almost always 
charged at the maximum price, low ten- 
sion power usually so, while high ten- 
sion consumers usually obtain a rebate. 
The decrees of 1935, however, reduced 
all maximum prices and required the 
distributors to establish special low 
charges for domestic purposes and 
agriculture. 

The distributors or the public au- 
thority granting the concession may 
all for revision of the maximum prices 
if the conditions of purchase of energy 
from the producing companies should 
change. 

The maximum prices are not rigid 
but include correction factors deter- 
mined by a cost index. This cost index 
is calculated every three months and is 
based upon the cost of coal and the 
level of wages. 

The correction factors themselves 
may be revised if the basic maximum 
prices are altered or if the cost index 
varies too widely. 

The producing companies also work 


under a maximum price, but in practice 
the actual charges are usually very 
much lower, and although it is not 
compulsory, the charges to the dis- 
tributors are often made dependent on 
the same cost index as the distributors 
work under. 


is Belgium the policy of the govern- 

ment on the whole is directed 
towards benefiting the larger consum- 
ers rather than the small ones, and is 
more concerned with encouraging the 
expansion of supply than it is with 
regulating rates. Many of the fran- 
chises have protective maximum prices, 
but it has been found that the desire to 
increase sales results in a steady lower- 
ing of the price without any pressure 
from the authorities. 

Very similar principles govern the 
question of rate regulation in Sweden, 
Italy, and elsewhere, i.e., while certain 
maximum prices are fixed in the fran- 
chises as a protection, the actual rates 
and the actual return on capital are sel- 
dom treated as they are in the United 
States. The recent economic crisis has, 
however, resulted in special steps being 
taken both in France and Germany. In 
France, as already stated, maximum 
prices were reduced and in Germany 
maximum dividends payable were tem- 
porarily fixed or reduced. 

Broadly speaking, however, it may 
be said that it is assumed to a greater 


give as good a service or as low rates or lacked enterprise as 


q “IF the electric utilities of the United States had failed to 


compared with European utilities, the bitterness of the at- 
tacks on them might be understood, if not justified. But 
this is not the case. The growth of electricity supply, its 
technical efficiency, and the service given is, on the whole, as 
good as, or better than, in any other country.” 


769 


DEC. 9, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


extent in Europe than in the United 
States that utility managers will, on the 
whole, tend to lower rates in the inter- 
ests of getting more business. This 
especially applies in England. 


T: HE question of ownership must be 
considered under two heads—pro- 
duction and distribution. Production 
is tending more and more to be concen- 
trated in larger units and under bigger 
authorities. Distribution still remains, 
to a large extent in Europe, in the 
hands of smaller authorities. 

In England, the whole generation of 
power is in the hands of the Central 
Electricity Board, which has expended 
some 250 millions. It owns the high 
tension transmission network (the 
“grid”) but not the generating sta- 
tions, although it controls their opera- 
tion. From the grid it gives a supply to 
all distributors. 

The Central Electricity Board is not 
nationally owned but is financed by 
means of bond issues to the general 
public, without any government guar- 
anty, the security of the bonds being 
the revenues of the board. Although 
the Minister of Transport technically 
appoints the members of the board, in 
practice he does so after consulting 
with the industry, and the private utili- 
ties and municipalities are represented 
on the board. It is quite independent of 
political interference. 


AX"? two-thirds of the distributors 
in England are municipal and 
one-third company, and the govern- 
ment is now considering legislation to 
reduce the 600-odd distributors to 
something like 100, by amalgamating 
smaller distribution undertakings, or 
absorbing them with the larger under- 
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takings, adequate compensation being 
given. 

In Norway rather the opposite takes 
place. The bulk of the production is in 
the hands of private ownership, while 
distribution is largely in the hands of 
public authorities. As a rule, the elec- 
tric utilities are left free as regards 
their rate policy, but the right to grant 
competing concessions is left to the 
government, although rarely exercised. 

In France and Belgium, generation 
is tending more and more into the 
hands of large private utilities, in 
which, however, public authorities 
sometimes have a financial interest. A 
large measure of distribution is in the 
hands of communes (small townships) 
or associations of communes. 


HERE is a very close relationship 

in Belgium between public and 
private control. The supply of electric 
energy to the distribution agencies is in 
theory open to free competition, but 
this is seldom resorted to, though the 
state has retained the right of trans- 
mission over the newly constructed 
high tension lines. Local distribution 
agencies may use either local or private 
funds or a combination of both for 
their operation. It was intended that 
the distribution agencies should be able 
to obtain competitive bids from the dif- 
ferent large producers. In fact this is 
not always the case owing to combina- 
tions among the producers, but the de- 
sire to increase business has prevented 
excessive rates being charged by the 
producers to the distributors. 

In Germany for many years both the 
Federal and state governments and 
municipalities have participated as 
shareholders in the electric utilities; 
thus the city of Berlin is one of the 
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Satisfactory Solution to Utility Control in Europe 


(a4 HETHER we judge by the amount of A 

money spent on regulation, or the state vA 
of public relations, or the treatment meted out to 
the stockholder, or the disagreement as to national 
policy in the United States, it must be admitted 




















that the nations of Western Europe have arrived 
at more satisfactory solutions regarding utility 
control than is the case in the United States.” 





largest shareholders in the B.E.W.A.G. 
Somewhat similar forms of codpera- 
tion exist both in Sweden and Switzer- 
land. 

In general it may be said that Europe 
offers a great many interesting ex- 
amples not only of direct public or pri- 
vate ownership, but also of combina- 
tions of the two, and of bodies which 
may be said to be neither public nor 
private. There are also many interest- 
ing examples of regulatory bodies in 
which, unlike the state commissions of 
America, the utilities themselves are 
represented. Thus, the Conseil Supe- 
rieur de l’Electricité in France includes 
representatives of the consumers, utili- 
ties, and the government. Somewhat 
similar bodies exist in certain other 
countries. 


' | ‘HE attitude towards competition 


differs somewhat in different 
countries. In England, competition 
which was tried in the early days in ac- 
cordance with the doctrine of “laissez 
faire” ruling in the latter part of the 
19th century, has been completely 
abandoned. In France, theoretically 
the right to grant competing conces- 
sions for distribution still holds, 
although it is rarely made use of owing 


to the waste of capital involved. In 
Belgium, while competition has not 
been employed in distribution, it was 
definitely intended to be used among 
the producers to enable the distributors 
to get competitive bids. As already 
stated, however, owing to amalgama- 
tions and agreements among the pro- 
ducers, this has not in practice been 
effective. In Germany competition has 
not been encouraged. The general atti- 
tude of the authorities towards electric 
utilities in Germany is well summed up 
in the words of Dr. Pohl, the minister 
concerned with the subject : 


It has proved the best policy, so far, to 
leave the utilities alone, unhampered by 
regulation. Regulation can best promote 
technical efficiency if it leaves the utilities 
free to act on their own responsibility. 
While utilities are responsible to the people 
and the state their obligations include the 
safeguarding of their own private interests 

. there is no interference with condi- 
tions of ownership in the interests of the 
state, nor are the actions of utilities sub- 
ject to approval by the state, except in a very 
few instances. No special administrative 
body has been set up to deal with questions 
of energy supply, as it was feared that the 
existence of any such body might handicap 
commercial activity. 

The government considers that interven- 
tion on rate policy must never go beyond a 
limit where the economic operation of utili- 
ties would be endangered, or where the 
transaction would cease to be a sound busi- 
ness proposition. The principle of reliable 
service, and the capacity to meet every re- 
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quirement of customers, should overrule 
even the principle of supplying at cheap 
rates. Satisfactory service can only be given 
to the customers when utilities are in a 
position to increase their efficiency and to 
reduce their costs of production. In order 
to increase efficiency, the interconnection of 
utility services is provided for, and such 
competition as would have harmful effects 
on national economy is eliminated. 

N several other countries the state 

has reserved the right to grant com- 
petitive powers, but has rarely made 
use of them. In many cases where 
competitive powers have been granted 
they have been abandoned, either by 
amalgamation, or due to realization of 
the waste of capital involved. 

As regards the question of “yard- 
sticks,” if a municipal plant were of 
real value as a “yardstick” for private 
utility operations anywhere, it should 
be in Great Britain where municipal 
plants are numerous, although nowhere 
in direct competition with other plants. 
Many smaller municipal plants in 
Great Britain have given up generation 
and buy power from the private utili- 
ties or the grid. Others have sold out 
completely. But there exist a large 
number of important municipal plants, 
which, as they are free from politics, 
operate efficiently. Thus there are sev- 
eral hundred potential “yardsticks” for 
measuring the private utilities. They 
have not been so used and their opera- 
tions have had little or no effect on 
regulation of private utilities, due to 
the realization that local conditions, not 
the form of control, are the vital factor 
in cost of production. This was con- 
firmed by British delegates to the 
World Power Conference. Private 
utilities are, as above stated, regulated 
in other ways. 


HERE are in the county of Lon- 
don, 16 municipal and 14 com- 
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pany utilities, giving an ideal oppor. 
tunity for “yardstick”’ comparisons, if 
they had any value. Although both 
sides claim to give lower rates for cer- 
tain classes of service, in general the 
variation of local conditions, even in 
one city, are such that no reliable de- 
ductions can be drawn. 

There are as big differences between 
the rates of municipal plants as between 
them and the companies. The appar- 
ently lower rates of some municipal 
concerns were used, however, as an 
argument for municipalizing the pri- 
vate utilities, which could easily have 
been done when their franchises ex- 
pired in 1931. Actually only one of the 
23 boroughs in London, many of 
which have or have had Socialist ma- 
jorities, purchased the company under- 
taking. 

The London County Council, after 
studying very fully the respective ad- 
vantages, and with an experience of 
thirty years behind it, decided, instead 
of acquiring the private utilities, to 
renew their franchises for forty years. 
Even at the height of the bitter contro- 
versies between the companies and the 
Socialist County Council, no sugges- 
tion of competition arose. Such a pro- 
posal, since the experience of forty 
years ago, would not be listened to by 
any Parliament whether Conservative, 
Liberal, or Socialist. 


I Nn fact Europe has followed the prin- 
ciple which has been well stated by 
a leading American authority, Profes- 
sor Wm. G. Mosher, with a high repu- 
tation in England : 
The duplication of services in the case of 
a natural monopoly spells unnecessary 
waste and the destruction of values... 


This — is the counsel of despair. It 
should be adopted orily as the last resort 
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after every other available remedy had been 

exhausted. 

In conclusion, the spirit in which the 
legislation of the European countries is 
drafted, and still more administered, is 
less severe than that of American legis- 
lation, and on the whole there is per- 
haps more cooperation between regula- 
tors and regulated in developing the 
business and benefiting the consumers 
than in America. While there are 
many directions in which those re- 
sponsible for laying down the future 
policy for utility regulation in Amer- 
ica might profitably study European 
conditions, perhaps two of the chief 
points would be the various forms of 
compromise between public and pri- 
vate ownership which are increasingly 
being adopted, and the growing tend- 
ency to modify the constitution of 
the regulatory bodies by including in 
them, in addition to judicial commis- 
sioners having an experience and out- 
look more or less confined to regula- 
tion, persons having actual experience 
and interest in operation and develop- 
ment. 


r the attitude of the regulatory body 
is to be one of judging only—the 
utility being treated as the defendant 
(or to judge by some of the legislation, 
the prisoner in the dock), it is right 
that the experience of members of this 
body should be of one type. If, how- 
ever, the commissions, as the Federal 
Power Act lays down, are to “encour- 


age development,” some strengthening 
of the commissions with other experi- 
ence seems worth considering. 

A word of warning is perhaps neces- 
sary to anyone starting out seriously to 
consider studying European utility 
conditions with a view to deducting 
from them conclusions for use in 
America. It is not difficult, of course, 
even without a knowledge of the 
languages, to obtain some superficial 
knowledge of the methods of utility 
regulation in foreign countries, but it 
is another matter to draw from them 
deductions which can be usefully ap- 
plied in the United States. To do this 
involves not only knowledge of the 
language of each country, of the legal, 
financial, and operating methods of 
each country, but also some experience 
of the history and conduct of the utility 
situation there and in the United States. 
Otherwise it would be a case of “new 
wine in old bottles” which, to mix the 
metaphor, would make “confusion 
worse confounded.” 

There is, however, little doubt that 
when Washington settles down to 
formulate a definite policy towards the 
utilities, there is a mine of useful ex- 
perience in Europe to draw from, 
which might prove as useful as the 
mine of legal experience which has 
proved so valuable to American juris- 
prudence. Some of this knowledge 
would also be helpful to the more im- 
portant state commissions when modi- 
fying their policy towards utilities. 





A ae human “sardine” recently sued a New York railroad 
because he had to stand up in a coach for over a hundred miles. 
The court held that where a train is crowded beyond seating capacity, 
the customer may stand up, wait for another train, or just skip 1t—but 
no damages. A break for those stool stick salesmen. 
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Keeping Up with 
Uncle Sam 


By FRANCIS X. WELCH 


HE recent Thanksgiving turkey 

tasted as ashes in the mouths of the 
power bloc congressmen who have been 
taking advantage of the special session 
to get together and renew their vows to 
destroy the Power Trust dragon. Rea- 
son for their winter of discontent is the 
steady downward slip in the fortunes of 
public ownership at the polls of our lo- 
cal electorates. 

The climax came November 2nd 
when five municipalities (Reading, Pa., 
Redwood, Calif., Sandusky, O., Beatty- 
ville, Ky., and Irvine, Ky.) defeated 
public power plant proposals in one 
form or another. Citizens of Allegheny 
county, Pa., (Pittsburgh) also chose this 
day to turn down a chance to set up a 
county utility “authority.” 

The disturbing aspect was the fact 
that the proponents cannot point to a 
single favorable vote on a municipal 
power question within the last two 
months (October, November) to offset 
the indicated trend away from the goal 
of public power. 

This is quite a reversal in form when 
you stop to consider that as late as June 
1, 1936, a PWA release showed that 82 
per cent of all municipalities voting on 
public power plants since PWA went 
into the business of financing them, had 
turned in a favorable verdict. True, 
these results were not weighted for pro- 
portionate population, or private owner- 
ship would have come off somewhat bet- 
ter. Nevertheless, the PWA list was 
an impressive line-up. 

Since then the power bloc must have 
discovered that there have been about 32 
municipal utility elections in the 12- 
month period ending November. Score: 
Public ownership, 12; private owner- 
ship, 20. 


Speers are a number of possible ex- 
planations for this loss of support 
for public ownership. Local electorates 
generally are becoming tax conscious. 
Working in combination has been the 
gradual curtailment of PWA financing 
which came to a virtual halt last Sep- 
tember. In truth, the rise and fall in 
favorable municipal plant votes during 
the last four years have been just about 
coincidental with the rise and fall in the 
activities of PWA. . 

The obvious conclusion is not very 
complimentary to public ownership on 
its merits. It would indicate that our 
local citizenry thinks public ownership is 
OK provided Uncle Sam pays for it, or 
a good part of it. This is hardly the 
kind of argument the power bloc cares 
to trot out in support of seven TVA’s. 
Incidentally, it was Secretary Ickes, 
PWA chief, who was so righteously in- 
dignant recently at the attempts of pri- 
vate utilities to “bribe” local electorates 
away from the cause of public owner- 
ship with filthy lucre in the form of elec- 
tric rate reductions and refunds. 

The chart shown on the opposite page 
is a graphical indication of what hap- 
pened at the local polls when the Federal 
bait began to give out. Notice also that 
the total number of elections fell off, sug- 
gesting a drop in agitation as well asa re- 
versal in sentiment. a. 

Of course, when PWA wins its test 
cases in the Supreme Court on its right 
to finance local power plants (and this 
writer thinks it will win), a number of 
local projects now tied up by injunctions 
will go forward. This might stimulate 
some renewed popular interest in mu- 
nicipal ownership, even though the 
PWA’s golden gates are now sup 
to be officially closed on new allotments. 
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RESIDENT Roosevelt’s recent hint of tice Day! This case, which even over- 
P: New Deal truce for utilities, based shadows both the TVA and PWA test 
on prudent investment rate making, di- cases, as well as the holding company 
rects national attention to the Pacific case (recently won by the government 
Gas & Electric Case which was argued in the U. S. Circuit Court), should 
before the Supreme Court by party coun- be decided about December 6th or 
sel plus four amici curiae—all on Armi- shortly thereafter. 
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The consensus among those Washing- 
ton observers who are brash enough to 
predict the outcome of the decision pend- 
ing in the highest court, is that if the Su- 
preme Court doesn’t send the case back 
to the lower court for a more satisfactory 
record, the result will be somewhere in 
the neighborhood of 5 to 3 for the Cali- 
fornia commission. Justice Sutherland’s 
failure to participate explains the missing 
ninth Justice. As to just how far the 
court may go in backing up the state 
commission is a problem for individual 
guesswork. This writer thinks the court 
will give the California board a variety 
of the old Scotch verdict—“not proven 
guilty.” 

But whatever your own ideas about 
the outcome of this Pacific Gas & Electric 
Case may be, make no mistake about its 
importance. When the FPC, FCC, and 
National Association of Railroad and 
Utilities Commissioners all file interven- 
ing briefs in a case which purports only to 
concern gas rates of a utility in Cali- 
fornia, it is a pretty safe bet that some- 
thing in the nature of what the lawyers 
call a “landmark decision” is definitely in 
the making. 

The basic issue in the California case 
revives the classical struggle between re- 
production cost and original cost which 
has been going on since Smyth v. Ames 
was decided in 1898. The principal dif- 
ference between this and a half dozen 
other assaults which have been made on 
reproduction cost through the years 
(the O’Fallon case, the Southwestern 
Bell case, etc.) is that original cost does 
stand a good chance of winning at least 
a moral victory. 


y “moral victory” is meant that the 
Supreme Court may simply allow 
the California commission to go on fixing 
rates based on original cost as long as 
the results are not palpably confiscatory. 
Of course, it is hardly to be expected 
that the Supreme Court will come out 
flat-footed in favor of any variety of 
original cost as a consecrated formula 
for computing a rate base (which 
seems to be what the FPC desires). 
No the Supreme Court will not be 
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cornered into consecrating any set 
formula, but it may strengthen the 
hand of the state commissions consid- 
erably by refusing to scrutinize rate 
base formula as such. With the unmis- 
takable tendency towards original cost 
noted in state regulatory legislation 
(viz, New York and Pennsylvania) 
over the last few years, this might well 
have the effect of starting a general 
movement in that direction among the 
various states. Certainly the Federal 
commissions will not be slow to take 
the hint. 

Could this mean the upsetting of a 
40-year precedent and lead to a com- 
plete reorientation in basic legal con- 
cepts of regulation? Aside from pos- 
sible violation of certain theoretical 
equities, original cost does have the sur- 
face advantage of making the utility 
rate base more stable and convenient to 
compute. On paper, at least, it should 
have the eventual effect of making 
utility stocks almost as certain of re- 
turn as bonds in any other enterprise. 

But over the long run, the perpetually 
frozen rate base might be just as mis- 
chievous a regulatory experiment as re- 
production cost. Monetary inflation, for 
example, would compel commissions to 
allow compensatory elasticity in the rate 
of return. Thus the “controversy and 
uncertainty,” so reasonably deplored by 
the Bauers and the Bonbrights, would 
merely be shifted to a new front. Then 
there is the attraction of new capital 
and—. Oh, well, if the Supreme Court 
says it’s legal, maybe we'd better try 
regulation, California style, for another 
forty years. Then, if any of us are 
alive at that time we will know which 
side was right back in 1898. Or 
would we? 

P. S. The telephone, gas, and trans- 
portation utilities are beginning to ask 
themselves where they are going to head 
in if President Roosevelt and the power 
utility leaders agree upon the “accept- 
ance” of prudent investment for utility 
rate making. Lawyers for these other 
utilities do not relish the idea of having 
legal principles governing all utility regu- 
lation arbitrated behind their backs. 
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Financial News 


and 
Comment 


By OWEN ELY 


The New “Pork Barrel” 


n the stream of controversial articles 
| and letters by New Deal leaders and 
utility proponents appearing in The At- 
lantic Monthly, the Saturday Evening 
Post, and The New York Times, govern- 
ment spokesmen have consistently ig- 
nored the financial factor. The high cost 
of several government projects, each of 
which dwarfs the Panama canal (for- 
merly our greatest Federal project) is 
relegated to the background. Unlike pri- 
vate companies, the Federal government 
has inexhaustible funds, and the profit 
“yardstick” which limits private enter- 
prise can be disregarded. A plant may 
even remain idle for years (as did Muscle 
Shoals) without arousing Congress’ con- 
cern. 

One of the latest articles to emanate 
from Washington is that by Secretary 
Ickes in The New York Times magazine 
section for November 7th (following an 
article by President Willkie of Common- 
wealth & Southern in the previous week’s 
issue). Mr. Ickes described in consider- 
able detail the ingenious engineering 
methods by which TVA dams were built 
to combine flood control and power pro- 
duction. This was to meet the contention 
by Mr. Willkie that the two objectives are 
necessarily opposed. The plaque built into 
a Miami river dam (the great Ohio flood- 
prevention system) stated that the use of 
the dams “for power development or for 
storage would be a menace to the cities 
below.” This is perhaps embarrassing 
for the government because Dr. Morgan, 
now in charge of TVA, built the Ohio 
dams. Hence the necessity for proving 
that dams can be built which safely com- 
bine both conservation and power. 

But such a safe combination is obtained 
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only at tremendous cost, and even then 
there is some doubt regarding the efficacy 
of flood control. According to engineers’ 
estimates quoted by Mr. Willkie, com- 
plete flood protection for the Tennessee 
valley area could have been obtained at 
an expenditure of only about one-twelfth 
the eventual TVA expenditures. Only a 
small part of the aggregate cost should 
logically be assigned to navigation and 
flood control—probably not over 20 per 
cent at most. The remainder should be 
charged to hydroelectric power. But 
TVA has done exactly the opposite and 
is assigning a minor part of the cost to 
electricity. 


|p the case of Bonneville, the Army En- 
gineers, who are building the $75,- 
000,000 project, have estimated that fully 
two-thirds of this amount would be for 
power purposes ; although J. D. Ross, re- 
cently appointed to administer the proj- 
ect, is said to have indicated that electric 
rates could be determined only after the 
Federal Power Commission has made a 
new allocation of cost apportionable to 
power. 

Boulder dam’s cost accounting was on 
a more scientific basis, having been in- 
itiated under previous administrations. 
But pressure is now being brought by 
California and Nevada congressmen for 
adoption of New Deal bookkeeping meth- 
ods. By diverting part of the original 
cost to “irrigation improvement and flood 
control,” they hope to get a lower hydro 
plant value and lower electric rates for 
their constituents. 

According to Henry E. Riggs, presi- 
dent of the American Society of Civil 
Engineers, the $268,000,000 which the 
Federal government has spent (and is 
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now spending) on the Missouri river is 
larger than the total amount spent on the 
Great Lakes system, although the freight 
tonnage carried on the Missouri river is 
less than one per cent of the Great Lakes 
business. 

In former days we used to hear much 
about scandalous “pork-barrel” appro- 
priations for river and harbor improve- 
ment by Congress; but the administra- 
tion expenditures are on a vaster scale 
than Congress ever attempted—appar- 
ently without any greater economic justi- 
fication than the employment furnished. 

President Roosevelt has charged the 
companies with greatly overvaluing their 
electric properties to permit high rates. It 
is argued by the critics of the New Deal 
power program that the government, to 
have low rates, is fixing its plant values 
at far too low a figure. From the latter 
viewpoint, until the administration adopts 
sound bookkeeping and plays fair with 
the utilities, they say, little real progress 
can be made in clearing up the power 
issue. 

¥ 


Prudent Investment 


Bo President’s recent remarks about 
applying the “common law” basis of 
valuation for utility properties, which he 
considers the equivalent of “prudent in- 
vestment” or “historical cost,” have re- 
vived the moot question of original cost 
versus reproduction cost. The issue is 
now before the Supreme Court in the 
Pacific Gas & Electric Case, and there has 
been some feeling that the President’s 
statement was addressed as much to the 
court as to the utility companies. The 
court previously divided 4 to 4 on the 
same case. 

Reports to utility company stockhold- 
ers, however, have not yet appeared on 
the suggested new basis. It is hard to 
estimate the effects of the new accounting 
if it were eventually used as a rate base. 
A compilation of the 1936 reports for a 
number of large systems indicates that 
net operating income averaged about 5.7 
per cent on book value of plant (less de- 
preciation) plus net working capital. 
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Currently, the return has probably 
dropped to about 5 per cent. 

The courts would probably allow ap. 
proximately 6 to 7 per cent as a “fair re. 
turn” (in the past as high as 8 per cent has 
been allowed). Hence a considerable 
mark-down in book value could be made 
(if necessary to conform to historical 
cost) without raising the percentage cur- 
rently earned beyond the “fair return” 
ratio. 

Also, if present reduced costs of raw 
materials remain effective in 1938, repro- 
duction cost will be a less attractive basis 
for the utilities (compared with original 
cost) than in 1936-7. 

If the new valuation base is the definite 
price which the industry must pay to get 
rid of government competition (as the 
President seems to have intimated), it 
may be worth the adjustment. But the 
administration’s bargaining power along 
these lines will not be clearly indicated 
until the Supreme Court has decided the 
Pacific Gas Case and Congress has acted 
on the bill for “seven little TVA’s.” At 
the moment the latter seems to have been 
shelved in favor of more pressing legisla- 
tion, and it is not unlikely that it will 
eventually go the way of the St. Law- 
rence seaway, Passamaquoddy, and the 
Florida ship canal. 


> 


Atlas’ Plan for Utilities 
Power & Light Opposed 


PROTECTIVE committee for security 
holders of Utilities Power & Light 
Corporation, headed by Harry Read, has 
sent a letter to shareholders opposing the 
reorganization plan recently proposed by 
Atlas Corporation. The committee seems 
to represent mainly interests affiliated 
with Associated Gas & Electric, which 
has been opposing Atlas. a 
The letter states the following princi 
ples as representing the views of the com- 
mittee : : 
1. The large amount of cash which 
Utilities Power & Light now has offers 
an opportunity for the rehabilitation of 
its subsidiaries, whose properties are i1- 
trinsically valuable. 
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2. Until the amount of cash neces- 
sry for the rehabilitation of subsidiary 
companies and for working capital of the 
corporation has been determined, no cash 
should be used to acquire debentures of 
Utilities Power & Light. 

3. A determination of the earning 
power of the system based upon adoption 
of a program for the rehabilitation of 
subsidiaries, or otherwise, is an essential 
preliminary to any plan of reorganization. 

4, A successful working out of the 
main problem of rehabilitating these sub- 
sdiaries and increasing the earning 
power of the system would be jeopardized 
by an administration in bankruptcy and 
by surrendering the management to a re- 
ceiver or trustee. The appointment of a 
permanent trustee would be prejudicial 
to the best interests of the security 
holders. 

5, Reorganization at this time, at 
least, is undesirable and should be 
avoided unless it becomes necessary as a 
means of escaping from the expense, 
danger, and uncertainty. of court pro- 
ceedings. 


* 
Consolidated Edison 


N appraisal of Consolidated Edison, 


the country’s largest operating 
utility, appeared in a recent issue of Bar- 
ron’s. The review is one of a series in 
which “credits” and “debits”—favorable 
and unfavorable factors in the outlook 
for a common stock—are listed. The 
argument is summarized as follows: 


To the credit of Consolidated Edison Co. 
of New York, one can say that (1) its 
compact system is entirely within one state 
and thus free from the hazards of the Pub- 
lic Utility Act; (2) its property value a 
share of common stock is substantial; (3) 
its capital is sound; and (4) its deprecia- 
tion charges have been raised to a conserva- 
tive level. 

On the unfavorable side are (1) higher 
wages and other costs not yet fully ab- 
sorbed; (2) a considerable investment in 
manufactured gas, which lacks any great 
Promise; and (3) difficulty of expanding 
electric use in small apartments. 

Granting certain growth limitations, the 
company has established itself on a sounder 
operating basis than was true some years 
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ago when the stock was more highly re- 
garded for investment than it is today. 

The declining trend in earnings was in- 
terrupted commencing in June, 1936, and 
earnings reached an intermediate peak of 
$2.48 a share in the twelve months ended 
March 31, 1937. However, they again com- 
menced to decline, falling to $2.17 in the 
year ended September 30, 1937 .. . The out- 
look seems to be for some further con- 
traction in earnings, perhaps to about $1.75 
a share, before they level off. 

At the recent price of 27, or about 12 
times earnings of $2.17 a share, the stock 
is not lacking in attraction. 


¥ 


Federal Water Service 
Recapitalization Plan 


EDERAL Water Service Corporation 

has filed a recapitalization plan with 
the SEC. The four series of preferred 
stock and two classes of common now 
outstanding are to be reclassified to make 
a single issue of common stock and one 
of special stock. Dividend-arrears certifi- 
cates are to be issued to take care of ac- 
cumulations on preferred stocks. 

Holders of the $7 preferred stock will 
receive for each share fourteen shares of 
new common stock and a dividend- 
arrears certificate for $43.75 which may 
be converted into nine new common 
shares. Holders of the $6.50 preferred 
stock will receive thirteen shares of new 
common for each share held, besides a 
certificate for $40.63 which may be con- 
verted into eight and one-half new com- 
mon shares. Holders of the $6 preferred 
stock will get twelve new common shares 
and a certificate for $37.50, convertible 
into eight common shares. Holders of the 
$4 preferred stock are to receive eight 
new common shares and a certificate for 
$25 which may be converted into five new 
common shares. The conversion privi- 
leges will expire sixty days after consum- 
mation of the plan. 

Holders of the Class “A” stock receive 
one share of new common for each share 
of old stock, and Class “B” receive an 
equal amount of new special stock. 

The new capitalization will consist of 
$6,256,850 dividend-arrears certificates, 
2,570,967 shares of new common stock, 
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and 542,450 shares of new special stock. 

Common stock will not receive any 
dividends until all of the dividend certifi- 
cates have been retired, and special stock 
will not be entitled to dividends until the 
common stock has received a total of 
$13.50 a share. However, equal voting 
rights are given to special and common 
stock. Special stock is to be redeemed at 
50 cents a share by January 1, 1948. 

The company’s name is‘to be changed 
to Federal Water and Gas Corporation. 


¥ 


Earnings 


uBLIc Service Corp. of New Jersey 

and subsidiaries for the twelve 
months ended October 31st reported 
earnings of $2.67 a share on the common 
stock compared with $2.72 in the cor- 
responding previous period. For the 
month of October net income showed a 
decline of about five per cent from last 
year. 

Detroit Edison for the twelve months 
ended October 31st reported consolidated 
net income equivalent to $8.38 a share 
compared with $8.80 last year, a decline 
of about 5 per cent. 

Pacific Gas & Electric Company and 
subsidiaries for the twelve months ended 
September 30th reported net earnings of 
$2.84 a share on the common stock com- 
pared with $2.51 for the previous year. 
These results were obtained despite an 
increase in taxes of $2,532,000, equiva- 
lent to over 23 per cent of gross revenues. 

Columbia Gas & Electric Corporation 
and subsidiaries for the twelve months 
ended September 30th reported consoli- 
dated earnings of 57 cents a share com- 
pared with 47 cents a share in the pre- 
vious year. For the third quarter net 
income was $1,210,358, compared with 
$219,996 in the same quarter last year. 

Middle West Corporation for the nine 
months ended September 30th reported a 
gain in net income of about 2 per cent; 
for the third quarter, however, net in- 
come declined nearly 11 per cent. 


go bper ee Hudson Power Corporation 
and subsidiaries for the year ended 
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September 30th reported net income 
equivalent to 88 cents a share on the com- 
mon stock. The gain in net over the simi- 
lar previous period was about 88 per cent. 
For the third quarter, however, the gain 
amounted to only about 48 per cent. 

American Gas & Electric Company and 
subsidiaries for the twelve months ended 
September 30th showed a net income 
equivalent to $2.51 compared with $2.14 
in the previous period. For the month of 
September net income showed a gain of 
about 15 per cent over last year. 

United Light and Power Company and 
subsidiaries for the year ended Septem- 
ber 30th reported net income equal to 48 
cents a share on the combined Class “A” 
and “B” common stocks, compared with 
29 cents a share in the previous year. 

North American Light & Power Com- 
pany in the year ended September 30th 
reported a gain of about 57 per cent in net 
income over last year. 

Gatineau Power Company and subsidi- 
aries for the year ended September 30th 
reported consolidated net income of $1,- 
445,379, a gain of 38 per cent over the 
previous year. For the threemonthsended 
September 30th, net income was $410,128 
compared with $169,638 last year. The 
gain in earnings was largely due to addi- 
tional deliveries under firm power con- 
tracts, together with a reduction in inter- 
est charges through debt reduction. 

Cities Service Company and sub- 
sidiaries for the nine months ended Se 
tember 30th reported net income of $3. 
283,525 compared with a net of $3,939 
202 in the same period of last year. 


¥ 


SEC to Proceed Slowly with 
“Death Sentences” 


PPARENTLY in line with the Presi- 
dent’s more conciliatory policy 
toward utilities, the SEC, in its first 
declaration of policy regarding the “death 
sentence” provision of the Utility Act, in 
dicated that the process of forming inte- 
grated utility systems is necessarily 
“evolutionary rather than revolutionary 
and should be gradually developed so as 
to protect security holders from undue 
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losses. The statement was adopted 
unanimously and was issued in connec- 
tion with the reorganization plan of 
Peoples Light & Power Company. 

The commission held that the com- 
pany’s system obviously was not an inte- 
grated one, but that some of the proposals 
made in the plan were in the direction of 
compliance with the Holding Company 
Act. It emphasized that as a “practical” 
matter there often would be necessity that 
the ultimate objectives of the act be ac- 
complished “‘by a series of steps rather 
than by one direct step.” 


= 
The “Yardstick” Issue and the 


Courts 


i jee 3-judge Federal court at Chatta- 
nooga, headed by Circuit Judge 
Florence E. Allen, has rejected all evi- 
dence relating to rate schedules and rate 
reductions, both for the private com- 
panies and TVA. The court declared that 
the case was not a rate controversy. The 
decision was considered a setback for the 
companies which had submitted detailed 
exhibits regarding rate reductions (both 
before and after the TVA régime). Their 
objective was, of course, to prove that 
TVA rates are below actual cost and con- 
stitute unfair competition and unconstitu- 
tional interference with private property. 

The court indicated its interest, how- 
ever, in the question whether a munici- 
pality (specifically Jackson, Tennessee) 
which has elected to have its own dis- 
tribution system can obtain private funds 
or must necessarily turn to the PWA. 

The utility companies were permitted 
to introduce statements by Chairman 
Morgan of the TVA to prove their con- 
tention that the electric business is a 
primary, rather than an incidental, part of 
the project. However, the court re- 
stricted such statements to those made 
before Congress, and excluded a vast 
amount of press releases and publicity 
material issued by TVA. 


HE “yardstick” issue has been 
brought to the U. S. Supreme Court 
by the Duke Power Co. in the Buzzard’s 
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Roost Case, which involves the validity 
of PWA loans to Greenwood County, 
South Carolina. Verbal argument in this 
case is scheduled for December 6th. 

An interesting side light on the “yard- 
stick” rate question was contained in a 
letter to the editor of The Annalist (No- 
vember 5th) which compared the kilo- 
watt hour rates charged by a private util- 
ity in Washington, D. C., with those of 
the 16 largest municipal plants. Under 
the so-called “Washington Plan” of rate 
regulation, the rates charged in that city, 
which in 1924 were higher than those of 
the municipal plants (with one excep- 
tion), in 1936 were lower than a majority 
of the municipal plants. Rates for cus- 
tomers consuming 25 kilowatt hours a 
month, representing a majority of all 
residential customers, were lower than 
for any city in the municipal group with 
the exception of Cleveland. The private 
company also made a favorable showing 
compared with the majority of municipal 
plants as regards rates for larger con- 
sumers. 

5 


Corporate News 


HE Chase National Bank, as trustee 

for $35,974,000 debenture 5s of the 
Utilities Power & Light Corporation due 
1959, has notified the company that the 
issue has been “accelerated” and is now 
immediately due, owing to the default in 
interest early this year. 

Consolidated Edison Co. of New 
York, Inc., is suffering an aftermath of 
last spring’s labor troubles. The National 
Labor Relations Board has ordered the 
company and its subsidiaries to break 
their contracts with the International 
Brotherhood of Electrical Workers, an 
affiliate of the American Federation of 
Labor, on the ground that the companies 
had imposed the AFL union on the 30,000 
employees and had discriminated against 
the United Radio and Electrical Workers 
of America, affiliate of the Committee for 
Industrial Organization. Chairman Floyd 
Carlisle of the Edison Company said that 
an appeal would be taken to the Federal 
courts, and the AFL has threatened to 
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take the troublesome matter to Congress. 

The New York Board of Transporta- 
tion has refused to recognize the Trans- 
port Workers’ Union of America, CIO 
affiliate, as sole bargaining agency for 
employees of the city’s independent sub- 
way system. 

Associated Gas & Electric Company, 
top holding company of the Associated 
Gas System, has suspended interest pay- 
ments on $49,567,000 convertible 5-7 per 
cent bonds, the action being ascribed to 
the increasing tax burden. During the 
past year the company has been paying 
the interest in the form of scrip redeem- 
able in 1941. All arrears had been paid 
up, and on June Ist a 5-year 4 per cent 
interest-bearing scrip payment was made. 
With taxes up nearly 40 per cent in the 
twelve months ended September 30th, net 
income after fixed interest requirements 
was approximately $2,000,000 less than 
in the previous period. “Although the 
present situation may be adverse as com- 
pared with previous expectations,” the 
notice to security holders states, “it is 
nevertheless true that the resumption of 
these interest payments last year was 
made after periods at least as difficult as 
the present, and we believe it is not un- 
reasonable to look forward to a return, 
sooner or later, of sufficiently satisfac- 
tory conditions so that this interest may 
again be resumed.” 


C; ONSOLIDATED Edison in a half-page 
newspaper advertisement calls at- 
tention to the 21 per cent drop in resi- 
dential electric rates in the past seven 
years, saving its customers over $33,000,- 
000 this year. Stressing the cheapness of 
electricity, the ad pointed out: 
. .. one cent will bring in the world’s best 
shows for more than an hour and a half, 
or cook a casserole of tasty meat pie a full 
twenty-four minutes ... or run your re- 
frigerator for more than four hours... or 
burn a night-light ’til dawn... or vacuum 
every rug in your home. 


The revival of transit unification pro- 
ceedings in New York city must appar- 
ently await settlement of the quarrel be- 
tween Mayor La Guardia and the transit 
commission. Representatives of security 
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holders are said to be considering an ap- 
peal to Governor Lehman for harmony, 

The Securities and Exchange Commis. 
sion has denied Northern States Power 
Company of Minnesota permission to re- 
classify 275,000 shares of $5 preferred 
stock as convertible preferred. Under- 
writers had been unable to sell 88,500 
shares (out of 275,000) and adding of 
the conversion privilege was intended to 
stimulate marketing of the remaining 
shares. 

The petition filed by three bondholders 
of the Third Avenue Railway Co. fora 
reorganization was dismissed November 
18th by Federal Judge Mandelbaum. 


Epon Bell Telephone System has now 
regained its depression losses in 
number of phones in service, a new high 
level of 15,234,000 telephones having 
been reached, compared with the Novem- 
ber, 1930, high mark of 15,193,000. Gross 
operating revenues are also at about the 
highest level in the system’s history, 
totaling over $1,000,000,000 per annum. 
Out of every dollar paid by a subscriber, 
taxes take about 12 cents, maintenance 
and depreciation about 38 cents, traffic 
and commercial expenses about 22 cents 
and miscellaneous expenses 8 cents, with 
interest and dividend absorbing most of 
the balance. 

The Abitibi Power & Paper Company 
reorganization has been taken into court 
by counsel for Wood, Gundy & ©, 
Canadian bankers. 


— to President Roosevelt's 
press conference account of his 
recent conference with Mr. Willkie, 
Commonwealth & Southern head, the 
latter complained of the difficulty of 
utilities getting “junior money” for such 
expansion as the President hopes will 
spur recovery. It is difficult, Willkie said, 
because investors simply will not buy the 
securities as long as there is uncertainty 
over the government designs, both in the 
matter of competition and “yardstick 
rates.” Of course, it was understood that 
Mr. Willkie did not speak for the entire 
industry. 
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What Others Think 





The Press and the White House 
Utility Peace Offer 


NTERESTING reaction has come from 

President Roosevelt’s recent offer of 
a “armistice” to the power utilities, as 
reported from the White House press 
conference of November 9th. Direct 
quotations on such occasions being taboo, 
the following excerpt from the statement 
issued by the Washington News Service 
for that day is about representative of 
the different reports published in the 
daily press : 


Mr. Roosevelt explained that his pro- 
posed monopoly grant would be dependent 
upon valuation of utilities for rate-making 
purposes on the basis of the old English 
common law, a concept which he admitted 
was contrary to the view taken by the Su- 
preme Court. 

In explanation of his theory on applica- 
tion of common law to utility evaluation, 
the President cited three examples: 

1. A ferryman with a boat on the Thames 
river in England during Queen Elizabeth’s 
time, 

2. A broken-down municipal plant in 
Georgia years ago. 

3, A waterfall owned by a private utility. 

Regarding the first example, the Presi- 
dent said that Queen Elizabeth could have 
valued the ferryman’s boat at $500 and set 
rates accordingly. It would have been the 
boatman’s fault, Mr. Roosevelt pointed out, 
that he had paid $1,000 for the craft when 
it was worth only half that much. 

Second: the President recalled a run- 
down municipal plant in Georgia with a 
scrap value of only $50,000. He said the city 
got private companies bidding against each 
other for the worn-out system and finally 
sold it to one firm for $200,000, despite the 
fact that it was worth one-fourth that 
amount. 

The President said it was obvious the 
utility should base its rates for a $50,000 
valuation of the plant instead of attempt- 
ing to make profit from rates based on a 

000 value. 

Third : Mr. Roosevelt said that if a private 
utility purchased a waterfall for $50,000, 

later its value increased to $1,000,000, 


the concern should base its rates on its 
$50,000 actual cost plus taxes, instead of 
the higher price. 

With that system of making evaluations 
for rates, he said, there would be no reason 
why private utilities should not receive the 
government privilege of monopolies. 


Ms of the press editorials were 
favorably disposed towards the 
President’s seemingly good - natured 
“feeler” to end the troublesome 44-year- 
old war between the New Deal and the 
private power industry. True, the Presi- 
dent committed his government to noth- 
ing definite and the discussion about 
academic principles of rate making 
(which is chiefly a matter of concern to 
the state commissions) seemed some- 
what irrelevant. 

The usually anti-New Deal Hartford 
(Conn.) Daily Courant said: 


. utilities and consumers would both 
welcome the abandonment by the govern- 
ment of its present wasteful, inaccurate, 
and unscientific attempt to set rates by 
“yardstick” projects which, in practice, 
have proved to be anything but true meas- 
ures of what electric rates should be. The 
President has apparently come at least ten- 
tatively to the conclusion that the utilities 
have the right to earn a fair profit and that 
the baiting methods of the past have not been 
as effective as honest negotiations would ~ 
have been in establishing rates that are fair 
both to the consumer and the utility. That 
much is clear gain for everyone concerned. 


The noted commentator, Walter Lipp- 
mann, writing in the New York Herald 
Tribune, stated: 


... the President did at long last state his 
terms of peace. Though they may seem 
severe terms to some utilities’ executives, 
there are the best of reasons for thinking 
that they are real terms. Consequently, the 
utilities industry could make no more costly 
error than to ignore or reject hastily the 
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President’s offer. Since the days when the 
industry failed to clean its own house and 
thus provoked public hostility and punitive 
legislation, it has had no better opportunity 
than it has now to end the political war be- 
tween the government and itself. 


The Birmingham (Ala.) News stated: 


Aside from the valuation question, the 
President’s gesture to the utilities is whole- 
some and reassuring. If the utilities and 
the administration can get together, the ef- 
fect on business conditions would be strong 
and immediate. The Committee of Utility 
Executives recently estimated that the in- 
dustry had fallen more than two and a half 
billion dollars below its normal construc- 
tion schedule because administration meas- 
ures “have so frightened capital that it 
has proved impossible to finance most of the 
needed construction.” If the power indus- 
try and capital could be reassured concern- 
ing governmental policies, it could be ex- 
pected that a huge construction program 
would be initiated in this industry, and 
doubtless in many others. Since the lag of 
construction activity has been the chief fac- 
tor in retarding recovery, this would be a 
business boon of the greatest proportions. 


a (New Orleans) Times - Pica- 
yune hailed the very circumstance 


that the administration is now on “bow- 
ing terms” with the utilities and added: 


Now there is some prospect that the com- 
panies may get down to the clear-cut busi- 
ness of serving the public with power for a 
reasonable return on a sound investment. 
On the whole their properties have been 
conserved and power production has been 
making new records. If the time for making 
terms has come, there is a likelihood that 
the scope of government activity in the field 
will be defined clearly enough to enable the 
companies to apprize their own field. and 
raise capital. 


Even the conservative financial com- 
munity, as reflected in The Wall Street 
Journal, saw in the President’s discus- 
sion a hopeful omen. After referring to 
the seeming confusion in the President’s 
reported discussion of rate making, the 
Journal added : 


The discussion definitely opens the door 
for a conference between the utilities and 
the administration, looking to a settlement 
of the controversy by the method of agree- 
ment. There is more than a possibility that 
an agreement on a rule of prudent invest- 
ment might result. While it is true that, 
taking the entire electric power plant as a 
whole, reproduction cost less depreciation 
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would at present probably yield figures 
somewhat in excess of book cost less de. 
preciation, utility managers might well be 
disposed to accept the latter as value for the 
sake of avoiding endless controversy, 


The reaction of leading public utility 
executives was affable but guarded, be- 
ing generally to the effect that the in- 
dustry would be glad to confer with the 
President on the terms of the truce. The 
investing interests were favorably im- 
pressed. Mr. Vincent Lyons, financial 
writer for the New York World Tele- 
gram (Scripps- Howard), wrote on 
November 10th: 


Interesting though the current recovery 
in public utility stocks is, it must share the 
interest with the fact that no better reason 
for the rally was extant than the general 
acceptance in the financial district of the 
theory that the government planned “to do 
something for the public utilities.” 

Just what this something consisted of was 
unknown until the overnight announcement 
of the peace gesture by President Roose- 
velt toward the utilities. 


DITORIALLY, the New York Herald 

Tribune was skeptical of the whole 
business. Commenting on the Presi- 
dent’s insistence that the utilities accept 
the “prudent investment” formula for 
rate making, it continued : 


This, we believe, is a high cost to pay for 
peace between the government and the utili- 
ties. But if the utilities are prepared to ac- 
cept it, then at least they have a right to 
demand a more specific quid pro quo than 
the general assurance that the government 
“will not compete with them.” Any such 
proposed agreement calls for a specific as- 
surance with respect to the so-called “death 
sentence”; it calls for the abandonment of 
the so-called “yardstick” formula at TVA 
and its sister projects; it calls for a com- 
plete withdrawal of government subsidies 
to municipalities for building power plants; 
and it calls for an end, once and for all, of 
the policy of harassment that has been di- 
rected against the utilities during the last 
four years. 


Ex-member of the ICC, Thomas F. 
Woodlock, was critical but more hope- 
ful. Writing in The Wall Street Journal, 
he said in part: 

It happens, however, that at this time 2 


condition exists in the electric power indus- 
try as a result of which the book cost of the 
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WHAT OTHERS THINK 








N. Y. Herald Tribune 


BUT THEY MUST TAKE PERCH AND ALL 


plant privately owned in the United States 
is pro ably very close to its present cost of 
reproduction, depreciation deducted in both 
cases. Now would it not be a practical thing 
for the companies to take the advocates of 
prudent investment at their word and agree 
to accept book cost hereafter as a rule of 
value for rate making ? 

It is true that prices for labor and ma- 
terial are likely to rise in the near future. 
It is also—unfortunately—true that, should 
they at some future time decline largely, the 


agreement may prove to be a “scrap of 
paper” and appeal be made by the regula- 
tors to the law of the land. But there would 
remain the solid advantage, meanwhile, of 
surcease from litigation and—perhaps—a 
remission of warfare on the part of the ad- 
ministration. 
Why not try it? 


It was the St. Louis Globe-Democrat 
which failed to see any reasonable con- 
nection between President Roosevelt’s 
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decision about rate fixing and the vital 
issue of peace between the New Deal 
and the power industry. It said suc- 
cinctly : 

We repeat, all this is outside of the au- 
thority of the public utilities. Valuations 
are a matter completely beyond their con- 
trol, and the President’s “olive branch,” 
therefore, is utterly meaningless. 


Using an editorial “we” with cutting 
effectiveness, the redoubtable Dorothy 
Thompson suggested, somewhat along 
the same line, that while much good 
could come of a New Deal utility truce, 
the President’s proposal is a poor ap- 
proach: 


. .. we will confine ourselves to remark- 
ing that the acceptance of the terms laid 
down to the utility companies in the Presi- 
dent’s press conference would not settle 
the difficulties of the utilities, and are not 
likely to be the basis for any reasonable and 
permanent settlement, satisfactory to any- 
body, including, in the long run, the gov- 
ernment. ... 

There isn’t any simple formula for an 
equitable settlement. And yet a settlement, 
and a fair one, can be arrived at, provided 
the approach is objective. A conference 
similar to the one which broke up in child- 
ish pique some months ago needs to be re- 
convened, with utility executives, economic 
authorities in this field, and officials of the 
interested government agencies sitting at the 
same table. They need to determine a fair 
method for the sale of power from Federal 
projects to existing public and private 
agencies, without ruthless competition; 
amendments to the holding company laws to 
permit utility financing while fully safe- 
guarding the public against recurrence of 
past abuses, and, finally, measures to stimu- 
late utility investment and building. 


A: for the President’s discussion of 
rate making (contained in the re- 
port of the press conference appearing 
at the head of this item), it would seem 
that President Roosevelt conceives that 
“prudent investment” was approximate- 
ly synonymous with the common law 
theory of rate making. However, in the 
absence of direct quotations, we must, 
perhaps, assume that there must have 
been some confusion in reporting the 
President on this point, since it is gen- 
erally known that there never was any 
such thing as a common law theory of 
rate making. 
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At least two observers, Albert Warn- 
er, of the New York Herald Tribune, 
and an anonymous editorial writer of 
The Wall Street Journal, expressed the 
belief that the President is virtually in 
agreement with Senator Norris’ idea, 
advanced over two years ago, that utility 
rates should be based on either cost or 
value, whichever may be lower. This, 
perhaps, resulted from the possible con- 
struction that in his example No. 2, 
President Roosevelt favored value over 
cost while in No. 3, he favored cost over 
value. However, it is equally plausible to 
construe President Roosevelt’s sugges- 
tion for case No. 2 as an application of 
prudent investment. 

As far as case No. 1 is concerned, it 
would appear to be an example of what 
is known in the “Trade” as Fiat Regula- 
tion. In other words, the legislatures (or 
Queen Bess) simply decide arbitrarily 
what utility property is worth and fix 
rates accordingly. The Washington cor- 
respondent for Telephony magazine 
said of this: 

We have had experiences with that in 
this country. Sometimes it worked—more 
often it didn’t. Some of the old state laws 
fixing railroad passenger rates at 2 cents a 
mile, for instance, were upheld because the 
railroads could not overcome the presump- 
tion of reasonableness favoring the statute. 
On the other hand, the dollar-a-thousand 
(cubic feet) rate statutes passed in New 
York state some years ago were held in- 
valid because the gas utilities were able to 
overcome the presumption by evidence of 
confiscation. In either event, Fiat Regula- 
tion is where no attempt is made to rational- 
ize the rate or rate base fixed with the value 
of property. The state simply says such 
and such is so because the state says so. The 
whole business is hit-or-miss, something like 
the blindfold game of pinning the tail on 
the donkey. 

One angle which seems to have 
escaped general consideration is that 
utilities cannot just “adopt” original cost 
as a rate base. The courts decide that 
issue and the utilities have nothing to do 
with it, as they learned back in 1898 in 
Smyth v. Ames, when the railroad com- 
panies attempted to make the courts 
adopt a theory of rate making quite 
similar in principle to that now endorsed 
by the President. 
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WHAT OTHERS THINK 


Again, the classical quarrel over rate- 
making theories is perhaps less pressing 
at this time, when there seems to be less 
local rate agitation than at any time with- 
in the past ten years. Over the long run, 
of course, the methods of rate making 
are important—very important. The re- 
cent intervention in the Supreme Court 
by the FCC, the FPC, and the National 


Association of Railroad and Utilities 
Commissioners in a case which is sup- 
posed to concern only gas rates of a 
utility operating entirely within the state 
of California, indicates that we may pos- 
sibly be on the threshold of a brand new 
and important era in rate making for 
public utility companies. 
—M. M. 





Some Important Viewpoints on Seven TVA’s 


fom other publications which have 
recently been devoting consider- 
able attention to the New Deal power 
program is the renowned New York 
Times. In its Sunday magazine section 
of October 31st, the Times published an 
article by President Wendell L. Willkie 
of the Commonwealth & Southern Cor- 
poration, challenging the administra- 
tion’s proposal to create six more re- 
gional authorities similar to the TVA. On 
the following Sunday there appeared a 
defense and further exposition of the 
New Deal proposal by Secretary of In- 
terior Harold L. Ickes, and on the third 
consecutive Sunday (November 14th), 
the discussion was further enriched by 
a contribution from Owen D. Young, 
chairman of the board, General Electric 
Company—this published in letter form 
on the Times’ editorial page. 

Mr. Willkie geared his discussion of 
the administration’s broad proposal for 
regional authorities to what it has already 
done with the original TVA. Needless 
to say, Mr. Willkie has good reason to 
be an expert on this aspect of the sub- 
ject. First, he argued the general point 
that flood prevention and power genera- 
tion are unrelated problems. He said in 
part: 


Flood prevention involves the preparation 
of reservoirs where excess water may be 
stored in flood season. Power generation in- 
volves the storage of water in reservoirs 
where a continuous supply may be avail- 
able for turning the generators. The one 
calls for empty reservoirs; the other calls 
for full reservoirs. 


Then getting down to cases, Mr. 
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Willkie went on to show that the total 
cost of proposed development in the en- 
tire Tennessee river basin approximates 
$1,200,000,000. Already the TVA pro- 
gram calls for eleven dams costing $520,- 
600,000, And for what purpose? Flood 
prevention? This could be handled ade- 
quately for a mere $80,000,000, Mr. 
Willkie estimates, and if an additional 
$15,000,000 were thrown in for a sys- 
tem of levees to give “full water con- 
trol rather than the 17.7 per cent cover- 
age provided by the TVA,” the flood 
situation could be considered practically 
solved. 

Now, asks Mr. Willkie, from what has 
been done in the TVA region, what is the 
administration’s real reason for seeking 
eight regional authorities with construc- 
tion programs which, he believes, would 
eventually run into $35,000,000,000? 

Mr. Willkie is convinced that so-called 
“incidental” power development is the 
primary reason for the political push 
behind all such regional proposals. And 
this Federal power development, he 
says, is proposed to be carried on (a la 
TVA) despite the fact that in most parts 
of the United States it is cheaper to 
generate electricity from coal than it is 
from water power. Further, Federal 
projects would be built with Federal 
funds and cripple private investment in 
power companies by unfair subsidized 
competition. The latter point, explained 
in detail by Mr. Willkie, concerns va- 
rious charges of an unfair “yardstick” 
used by TVA which are by this time 
doubtless familiar to most FoRTNIGHTLY 
readers. It all leads to Mr. Willkie’s con- 
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cluding and direct accusation that “the 
electric power question which confronts 
Congress and the country is finally re- 
vealed as a drive for government owner- 
ship and operation of the utilities.” 


N his defense of the New Deal power 
I program, Secretary Ickes fails to deny 
the accusation that the administration is 
actively promoting public ownership in 
the utility business, but he does take is- 
sue with Mr. Willkie’s argument that 
power is the primary objective of the 
New Deal movement as a whole. In gen- 
eral, Secretary Ickes maintains that the 
Federal government is generating elec- 
tric power only to the extent necessary, 
reasonable, and prudent as an incidental 
but “integral” part of its program to de- 
velop and conserve America’s natural 
resources for our people, born and un- 
born. 

Are navigation and flood control the 
business of private enterprise, asks Sec- 
retary Ickes—meaning, of course, that 
they are not. And since it would be un- 
economical for the government to de- 
velop sites for other purposes and fail to 
utilize the power as by-product, ergo, 
we have the Federal power plan. 

Having arrived at this step, Secretary 
Ickes argues that a government with 
electric power on its hands would be re- 
miss in its obligation to serve all of the 
people all of the time, if it did not seek 
to insure, on the one hand, widest popu- 
lar distribution at lowest cost to all, and 
on the other, the codrdination of power 
operations with other elements of con- 
servation (erosion and flood control, ir- 
rigation, saving of irreplaceable fuel re- 
sources, etc., etc.) to preserve our na- 
tional heritage for generations to come. 
It all probably comes under the heading 
of “general welfare”—that euphemistic 
clause of the Constitution which 
promises, from now on, to be put through 
some tricks of legal contortion which 
will make the old “rubber band” charges 
which political progressives used to 
make against the Fourteenth Amendment 
of the Constitution seem rather quaint. 

The immediate constitutional basis 


claimed for the Federal power projects 
is the power of Congress to regulate and 
improve navigable streams, and aside 
from purely legalistic argument, Secre- 
tary Ickes quotes such an outstanding 
figure of private industry as Owen D, 
Young to the effect that where vast 
rivers require development for several 
purposes (“as well as for power”), 
there arises a new question wholly un- 
related to the old quarrel between public 
and private ownership advocates. Mr, 
Ickes thought that Mr. Young fairly 
stated the proposition and pointed to the 
enactment of the Boulder Dam Act 
under the late President Coolidge as 
evidence that even conservatives recog- 
nize the sanity of public development of 
multipurpose projects too immense for 
private industry, even if it were proper 
for private enterprise to undertake them 
and assuming that private industry 
would be willing to do so. 

Secretary Ickes doubts the sincerity of 
private utility interests questioning the 
validity and propriety of the Federal 
program, stating in part: 

The opposition of the power companies is 
really not to the generation of this power. 
They are too practical to wish to see this 
water go to waste. Their opposition grows 
out of the fear that somebody other than 
themselves may get the benefits of this gov- 
ernment activity. They claim a monopoly in 
the power field and go so far as to demand 
that the Federal government refuse to sell 
power generated at these dams even to the 
publicly owned municipal plants in the 
vicinity. 

It is clear that the private power interests 
would offer no objection to this program if 
the Federal government would sell the 
power to the private companies and let the 
private companies, in turn, retail it to the 
cities and other customers at a profit to 
themselves. They saw no harm in the gov- 
ernment spending money for the generation 
of electricity so long as the profits went to 
the private power companies, 

But if the people of a city or county for 
some reason feel it wise to distribute their 
own electric energy and come to the Fed- 
eral government with an offer to buy—an 
offer equally as proper as that of the power 
companies—immediately a great hue and 
cry is raised of conspiracy, of an attack on 
the private companies; and with all the 
tricks at their command they seek to con- 
ceal from the public the real issues in- 
volved. 
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WORKING THEM OVER FOR THE SPECIAL SESSION 


oe Ickes claims, somewhat 
artfully perhaps, that the “Federal 
government is not in a position either of 
developing or discouraging municipal 
ownership.” Technically, and perhaps 
legally, this contention is sound enough. 
PWA financing of municipal plants, for 
instance, could be traced to its ostensible 
intent and purpose of relieving unem- 
ployment. The Teapot Dome scandal 
and the Ballinger incident (both re- 
ferred to by Secretary Ickes) are ex- 
amples of private financial exploitation 
of public resources which led Congress 
to enact the various statutory discrimi- 
nations against private utility participa- 
tion in the Federal power program. 


(The Raker Act, for instance, was of 
pre-New Deal vintage.) On the whole, 
however, even Secretary Ickes hesitates 
to follow through with any flat assertion 
to the effect that the Federal power pro- 
gram is being conducted with any sense 
of fine impartiality as between private 
and public ownership. 

Incidentally, the Secretary’s indigna- 
tion (in a recent address in Texas) at 
the way one public utility company had 
succeeded in “inducing” a city, with rate 
reductions and refunds, to abandon a 
municipal power plant (which the utility 
claimed Mr. Ickes was trying to induce 
the city to build through a PWA loan- 
grant) would seem to indicate that Sec- 
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retary Ickes himself might not be en- 
tirely neutral on the subject. 
Secretary Ickes does score a clear 
point, however, when he points out that 
coordinated development of an entire 
river, such as the Tennessee, is the only 
sensible way to do it and that piece-meal, 
single-purpose, and unrelated projects 
might result in inconceivable waste and 
obstruction over the long run. 


NDOUBTEDLY prompted by Secretary 
Ickes’ personal reference to his 
views in 1926, Owen D. Young ad- 
dressed an interesting rejoinder to the 
editor of the Times. Acknowledging and 
reaffirming the views accredited to him, 
Mr. Young thinks that Secretary Ickes 
has left unanswered the real question of 
what the government is to do with power 
developed as a by-product from improve- 
ments which the government admittedly 
should undertake under certain condi- 
tions. Mr. Young suggests his own 
answer : 


There would seem to be but one reason- 
able answer to this last question. To dupli- 
cate distributing lines where adequate ones 
exist already can mean nothing less than 
that either the taxpayers’ money is wasted 
or the investment in the lines already built 
is impaired, if not indeed destroyed. 

It is estimated that there are 4,000,000 
stockholders in the electric utilities of the 
country; that there is invested in those 
utilities in excess of $12,000,000,000; that 
approximately one-half of that investment 
is represented in bonds, one-sixth in pre- 
ferred stock, and one-third of it in common 
stock. At the end of 1936 it was said that 
the fourteen leading legal reserve life in- 
surance companies reporting to the Life In- 
surance Presidents Association held $2,278,- 
000,000 of public utility bonds, about one- 
half of which, it is estimated, was in elec- 
trical utility bonds. It is said that savings 
banks, educational and other institutions 
held investments in utilities approximating 
$1,000,000,000. What point is there in any 
unnecessary action by the government which 
will impair the value of these vast invest- 
ments? 

I am not discussing here the larger politi- 
cal question of whether we should have 
government ownership or private ownership 
of electrical public utilities in the United 
States. My views on that question were ex- 
pressed in the speech from which the Sec- 
retary quoted, and they were in favor of 
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private ownership under adequate public 
regulation. I am merely saying that to the 
extent to which the Federal government 
embarks on government ownership of dis. 
tribution facilities, either directly or through 
subsidy to municipalities, it should, as a 
matter of fair policy, make it clear that 
there will be no duplication of facilities, 
with the vast economic waste which would 
necessarily result. With such a principle es- 
tablished, the people of the country can dis- 
cuss and decide the large questions involved 
in government versus private ownership 
without rancor and free from a sense of in- 
justice. 


Mr. Young went on to assert that an 
industry which since 1900 has increased 
capacity from 1,200,000 to 46,000,000 
horsepower and a national investment 
from $500,000,000 to $12,000,000,000, 
while reducing average domestic rates 
from 17 to 44 cents a kilowatt hour, 
should, in these troubled times, have 
some definite assurance of govern- 
mental policy. It has done a good enough 
job to deserve at least that much con- 
sideration. 

Appearing with Mr. Young’s letter to 
the Times was another letter by Ernest 
R. Abrams, well known to ForTNIGHTLY 
readers, which generally traversed Sec- 
retary Ickes’ arguments. Mr. Abrams 
contended that the TVA itself is under 
no delusion about being primarily in the 
power business and that statements 
about electric operations being “inci- 
dental” or “subsidiary” have been either 
confined to the courtroom or are the “re- 
sult of a sick-bed conversation.” In his 
letter to the Times, Mr. Abrams also 
challenged the propriety of proposed 
New Deal allocations of various project 
costs to power purposes, as well as the 
effectiveness of TVA flood control oper- 
ations. 


—E. S. B. 


New Deat Power PLAN CHALLENGED. By 
Wendell L. Willkie. The New York Times. 
October 31, 1937. 


In DEFENSE OF THE NEw DEAL Power Pro- 
GRAM. By Harold L. Ickes. The New York 
Times. November 7, 1937. 


Letters by Owen D. Young and Ernest R. 
Abrams addressed to the Editor, The New 
York Times. November 14, 1937. 
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New Utility Attacks during 
White House Peace Talks 


ast month, just previous to the Thanks- 
L giving holiday, President Roosevelt held 
discussions at the White House with two lead- 
ing power utility executives, Wendell L. Will- 
kie and Floyd L. Carlisle, heads of the Com- 
monwealth & Southern Corporation and the 
Consolidated Edison Company, respectively. 
The discussions were ostensibly in the nature 
of peace negotiations to explore possible means 
to end the 5-year feud between the New Deal 
and private power interests. 

When the conversations were over, the 
President reported that headway toward the 
mutual understanding of the problems in- 
volved had been made. Following the Willkie 
conference, which was held in the presence of 
Chairman McNinch of the FCC (also known 
as an administration power program spokes- 
man), the President in a press conference 
minimized the threat of government competi- 
tion. He said that this extended, under present 
plans, only to 18 per cent of the area and 13 
per cent of the population of the country. 
Thus, he said, private utilities have between 80 
and 90 per cent of the field to themselves. 

Also at this press conference Chairman Mc- 
Ninch explained that the Federal Trade Com- 
mission had reported write-ups totaling be- 
tween $1,250,000,000 and $1,500,000,000 in utili- 
ty valuations, of a total utility capitalization 
of $15,000,000,000. 

(In a radio address last spring Chairman 
McNinch said “an expert advises me that while 
the electric utility fixed capital is reported as 
being about $13,000,000,000, he is of the opin- 
ion, after personal observation of the condi- 
tion of utility properties in various points of 
the country, that the real value is about six and 
one-half billion dollars.”) 

Oddly enough at the very moment that the 
President and Mr. Willkie were seeking the 
basis of an agreement which would induce 
private power interests to vastly enlarge their 
facilities, Mr. Roosevelt was submitting a re- 
port to Congress bitterly assailing certain 
eastern power interests. 

This report, a 156-page document, was laid 
before him on November 22nd by Frank P. 
Walsh, chairman of the New York state 
power authority. It is essentially a New York 
affair, but of so much interest to the White 
House that Mr. Roosevelt felt the committees 
of Congress should have access to it. The same 
report went to the Federal Power Commission 
and the National Resources Committee. 
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In his letter of transmittal to these bodies, 
the President said: 

“Tt is in the public interest that if there are 
two sides to any question both sides should be 
fairly and freely laid before the public. Con- 
clusions and figures submitted by the Power 
Authority of the State of New York are so 
amazingly different from the conclusions and 
figures heretofore given out by certain private 
interests that I feel certain that they may be 
considered to be of national concern.” 

Chairman Walsh, in laying the report before 
the President, made this comment: 

“On behalf of the trustees of the Power 
Authority of the State of New York I am 
submitting herewith a report on Government 
Hydro v. Private Steam Power. 

“The power authority was forced to take 
cognizance of widespread propaganda fostered 
by the Committee of Utility Executives, de- 
signed to mislead the public in accepting the 
unwarranted assertion that steam power is 
cheaper than hydro power and that, in con- 
sequence, the government power program is 
unsound. The trustees recognized that this 
propaganda, if not controverted, might prove a 
serious obstacle to the accomplishment of New 
York state’s plan for the public development 
of its St. Lawrence river power resources.” 

The power authority indictment, the Presi- 
dent explained, reached him at a time when he 
was dealing directly with the power interests 
and was purely a coincidence. Mr. Willkie said 
he had not seen it and seemed somewhat sur- 
prised when told what it was about. 

From the utility side the first definite re- 
sults of the conferences were announced on 
Thanksgiving day when Mr. Carlisle declared 
that the New York state power companies 
which he heads will begin immediately an ex- 
pansion program calling for the expenditure 
of $100,000,000 to $112,000,000 within the next 
two years. This would include the Niagara 
Hudson system as well as the Consolidated 
Edison group. On the same day, Mr. Willkie 
indicated that he believed his organization 
would be willing to adopt in the future the 
“prudent investment” theory of rate valuation. 

From the administration side, some evidence 
of easing pressure on private utilities was 
seen in the agreement by President Roosevelt 
to a modification of the administration’s broad 
regional planning program originally known 
as the “seven TVA” program. The modifica- 
tion will be made by Representative Mans- 
field in his bill, now before a House commit- 
tee, to set up merely regional planning boards, 
leaving the Army Engineers with jurisdiction 
over flood control. 
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From the so-called “power bloc,” however, 
came fresh assaults on the utilities. Repre- 
sentative Rankin of Mississippi, following a 
conference with Senator Norris of Nebraska, 
ridiculed the utilities’ claim of spending a 
billion dollars for recovery and charged that 
the recent overtures were a plot to “destroy” 
the TVA yardstick and “wreck” the adminis- 
tration’s power program. 

On November 28th the National Popular 
Government League, headed by Judson King, 
which, although a private organization, has 
largely been associated with the activities of 
the “power bloc” in Congress, issued a blast 
against the renewed drive by New England 
congressmen for the ratification of the New 
England states’ flood control compact which 
was blocked during the last session of Con- 
gress by objections from the Federal Power 
Commission and from President Roosevelt. 


Asks Unity in Conservation 


gp age of that part of President Roose- 
velt’s reorganization plan which would 
change the name of the Department of In- 
terior to the Department of Conservation was 
urged on November 21st by Secretary Ickes 
in his annual report to the President. The 
secretary stated: 

“Under the present administrative set-up 
the public domain, in general, is administered 
by the Department of Interior which, for 
many years, has been preéminent in conserva- 
tion. If that policy is to be followed seri- 
ously, as self-preservation demands, this de- 
partment furnishes the natural agency within 
which to concentrate conservational activi- 
ties.” 

Pointing out that the President’s Commit- 
tee on the Reorganization of the Executive 
Departments has stated that “conservation 
represents a major purpose of our govern- 
ment,” Secretary Ickes called the President’s 
attention to legislation to carry out the pro- 
posal for a Department of Conservation now 
pending before Congress. The secretary 
wrote: 

“The personnel of the department, trained 
in conservation work and guided by the con- 
servation ideals which have been so clearly 
set forth by the President, joins me in urg- 
ing the early enactment of this important leg- 
islation—important to a proper reorganiza- 
tion of the government and economically im- 
portant to the people of the United States.” 


Pact Controversy Renewed 


HE controversy over the Connecticut val- 

ley flood compact was renewed in Con- 
gress last month with every indication that it 
would continue to withhold ratification. Op- 
position to the compact by the administration 
and western Progressives appeared no less 
determined than when Congress last ad- 
journed, it was said. 


Representative Kopplemann of Connecticut 
demanded that the compact be abandoned and 
the Federal government undertake the com- 
plete financing of reservoirs as a Federal 
project. 

Last session Senate Democratic Leader 
Barkley and Senator La Follette, of Wiscon- 
sin, collaborated in preventing consideration 
of the resolution ratifying the compact. Both 
let it be known that their views had not 
changed during the recess. Senator La Fol- 
lette, speaking for the western Progressive 
group, said the compact would be fought so 
long as it conveyed site ownership and power 
potentialities to the states. 


FCC Put in “Glass House” 


HAIRMAN McNinch of the Federal Com- 

munications Commission on November 
11th put into effect two new orders which, he 
said, would prove that “we want to live in a 
glass house.” 

It was the second step which the chairman, 
whom the President drafted from the Fed- 
eral Power Commission to put the FCC in 
order, had made in recent weeks. His first 
was to abolish three divisions of the FCC~— 
broadcast, telephone, and telegraph—whose 
directors received $7,500 a year. 

Of the two new orders, one makes it man- 
datory that the secretary of the commission 
issue weekly a list of all applications and the 
action of the commission, a copy of which 
shall be sent to members of Congress, gov- 
ernors of states, and state utility commissions. 
The second directed the secretary to make a 
record of all communications received by the 
commission relating to the merits of any ap- 
plication pending before the commission. This 
record, Mr. McNinch said, will not necessarily 
include the names of members of Congress 
who call only for information about dates and 
hearings and other unimportant matters, but 
it will include the names of those who in- 
quire about the “merits” of any pending case. 
Mr. McNinch said: 

“From various sources I gather the im- 
pression that over a period of years there has 
grown up, like Topsy, the practice of mak- 
ing suggestions, requests, or recommenda- 
tions to members of the commission or its 
staff as to matters pending by those not of 
record as parties in interest, or their attor- 
neys, after the record in a case has been 
closed out before action by the commission. 
This has been the basis for a part of the 
criticism as to political or outside influence 
aimed at the commission. 

“For anyone to make a request of or sug- 
gestion to a commission or staff member 
touching any pending quasi-judicial matter, 
or for any one to respond to any such re- 
quest which is not a part of the public rec- 
ord in the case does violence to the true con- 
ception of how an independent commission 
‘should exercise its quasi-judicial function.” 
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THE MARCH OF EVENTS 


Alabama 


Utility Pares Budget 


aomas W. Martin, president of the Ala- 
bama Power Company, last month an- 
nounced that capital expenditures for 1938 
would be about $4,000,000, or more than $1,- 
000,000 less than for 1937. Its capital ex- 
penditures for next year could be nearly $9,- 
000,000 except for conditions over which the 
company has no control. Some of the condi- 
tions mentioned by Mr. Martin were: 
Apprehension of business generally over the 
effect of existing laws, such as the capital 
gains tax law. 
Threatened legislation, such as the Black- 
Connery bill. 


Punitive attitude of the administration 
toward business generally. 

In addition, the utility fears that through 
unfair competition it will be destroyed. 


Injunction Dissolved 


HE state supreme court on November 18th 

dissolved a temporary injunction re- 
straining the city of Guntersville from build- 
ing a municipal power system, holding it had 
“full legislative authority to that end.” 

The decision was against the Alabama 
Power Company, which attacked the sale of 
$134,000 in bonds and the proposed construc- 
tion as unlawful. 


Arkansas 


Cites Differential 


ITING figures showing that utility com- 
Ce valuations for tax assessing pur- 
poses in Arkansas usually are from 11 to 30 
per cent of values claimed for rate-making 
purposes, Governor Bailey asked the state 
utilities commission and the Arkansas Cor- 
poration Commission last month to reconcile 
these values. 

The governor’s suggestions 
tained in a letter. He wrote: 

“I appreciate the fact that the values for 
taxation and for rate making will not neces- 
sarily be the same. However, it does occur 
to me that the discrepancies that exist give 
cause for calling this to the attention of you 
commissioners.” 

As an example, Governor Bailey cited the 
Arkansas Power and Light Company—larg- 
est utility company operating in the state— 
pointing out that books of the company on 
December 31, 1936, showed net book assets of 
about $64,000,000, although “the assessed 
valuation is only $13,551,000, or 21.17 per cent 
of the book value.” The governor said: 

“Files of the utilities department and the 
corporation commission reveal that many pub- 
lic utility companies are paying taxes on a 
valuation which is less than 30 per cent of 
their book values. One company’s assessed 
—_— is only 11.15 per cent of its book 
value.” 


were con- 


Rate Agreement Announced 


HE state utilities commission on Novem- 

ber 19th announced an agreement with 
the Arkansas Power and Light Company 
whereby the company will reduce residential, 
commercial, and small power rates sufh- 
ciently to affect a total savings of $270,000 
annually to its customers in those classifica- 
tions. 

New rate schedules will be effective and 
applied to all billings on and after February 
1, 1938, under the commission’s order. The 
revised rate schedules were to be filed with 
the commission within twenty days. 

Simultaneously with issuance of the re- 
duction order, the state commission approved 
an agreement between the power company and 
the Tennessee Valley Authority whereby the 
Arkansas Power and Light Company will 
purchase approximately 12% per cent of its 
power requirements from TVA. Negotiations 
between the company and TVA officials were 
completed June 16th, subject to approval by 
the state utilities commission. TVA authori- 
ties required minimum rate reductions of 
$100,000 annually to the consumers in the 
state of Arkansas as a condition precedent 
to the full execution of the contract. 

Under terms of the agreement, the amount 
of power which the Arkansas Power and 
Light may purchase increases annually 
through 1942. 


Illinois 


State Fights Projects 


Fs state of Illinois on November 18th 
asked the Federal Power Commission to 
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deny the application of Guy Rocco, Chicago, 
for authority to build two hydroelectric plants 
because they duplicate planned state projects. 

The hydroelectric plants, each of 12,000 
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horsepower, planned use of surplus water of 
Federal dams located on the Des Plaines 
river at Brandon Road and on the Illinois 
river at Dresden Island, IIl. 


Charles P. Casey, representing the Illinois 
Department of Public Works and Buildings, 
told Examiner Carroll B. Spencer that [j- 


linois contemplates renewal of its application, 


Kansas 


Cash to Rural Project 


HE first $200,000 for a $390,000 rural elec- 

trification project in Shawnee and four 
adjoining counties was made available last 
month by the Federal Rural Electrification 
Administration in Washington, according to 
G. W. Jones, Topeka representative of the 
REA. 

An agreement with a power company for 
electricity is necessary before laying of the 
375 miles of lines stipulated in the project 
may begin, he said. The project would furnish 


electricity to 1,030 farm families in Shawnee, 
Jackson, Wabaunsee, Osage, and Douglas 
counties. These families would be members 
of a corporation which will borrow the $390,- 
000 from the Federal government, erect the 
lines, buy power wholesale from a power 
company, charge users rates which would 
provide for upkeep of the lines and amortiza- 
tion of the total debt. 

The corporation will furnish the main lines 
and a line to each farmer’s house out of the 
original fund. Each farmer will be given a 
minimum rate to pay each month. 


Kentucky 


Rural Loan Granted 


H* J. Achee, superintendent of the In- 
tercounty Rural Electric Codperative 
Corporation, recently announced the execu- 
tion of a contract for a loan of $250,000 to 
the codperative by the REA for construction 
of 250 miles of power line in six counties. 
Erection of the line will be started in Boyle, 
Marion, Mercer, Washington, Lincoln, and 


Garrard counties after completion of a survey. 
Work was expected to start this month. 


Bond Issue Defeated 


ITIZENS of Barbourville last month voted 

10 to 1 against purchasing the local elec- 

tric and water plants from the Kentucky- 

West Virginia Utilities Company through a 
$190,000 bond issue. 


Massachusetts 


Light Rates Cut 


A= of $111,000 in rates for Springfield 
consumers of the United Electric Light 
Company was approved last month by the 


state department of public utilities, effective 
as of November 5th. Domestic consumers 
using more than 70 kilowatt hours of power 
a month will benefit by a $65,000 reduction. 
Commercial rates were decreased $46,000. 


e 
Michigan 


Gas Deal Approved 


HE state public utilities commission took 

emergency steps recently to save Mt. 
Pleasant from a fuel shortage this winter. 
The state commission authorized the Gas 
Corporation of Michigan to “borrow” 100,- 
000,000 cubic feet of natural gas from the 
Consumers Power Company for distribution 
to Mt. Pleasant heating plants. Witnesses at 


a recent hearing testified that schools, hos- , 


pitals, and Central State Teachers College, as 
DEC. 9, 1937 


well as many householders, were dependent 
p.acy gas purchased from the corporation for 
uel. 

The corporation received permission to bor- 
row the gas under the promise that it would 
develop its own resources to permit repay- 
ment of the “loan” and enable it to satisfy 
its own market in the future. J 

An experiment in the use of gas from oil 
wells, now permitted to go to waste, is con- 
templated as part of the attempt to build the 
company’s reserves. 
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Dividends for Gas Users 


MMEDIATE distribution of a dividend of 

$205,383.81 among domestic consumers of 
the Detroit City Gas Company under provi- 
sions of the Detroit plan was announced on 
November 19th by William G. Woolfolk, 
president, on the basis of an audit of the com- 
pany’s books by Arthur Andersen & Co., pub- 
lic accountants. 

Woolfolk’s announcement was made in a 
brief letter to the city council, which ac- 
companied a report of the recently completed 
audit. The dividend is to be paid in the form 
of credits on consumers’ bills, rather than by 
checks, Woolfolk’s letter stated. Either plan 
of payment is permitted under the Detroit 
plan. The company presumably elected to 
make payment by crediting each consumer’s 
bill in the amount earned because the divi- 
dend is so small the check plan would have 
required the issuance of thousands of checks 
for a few cents apiece. 

As there are approximately 385,000 domes- 
tic consumers served by the gas company, the 
average dividend will be about 52 cents. Each 
consumer’s share of the $205,383.81 will be 
based on the amount of gas he used during 
the fiscal year ended June 30th last in ratio 
to the total amount of gas consumed by all 
domestic consumers during that period. 

The audit covered not only the last fiscal 
year but also the fifteen months prior thereto 
because the Detroit plan, which was promul- 


gated late in 1935 in the form of a consent 
decree of the Wayne circuit court, was made 
retroactive to April 8, 1935, when the gas 
company boosted its rates for manufactured 
gas. No dividend was earned, the report 
pointed out, during the period from April 8, 
1935, to June 30, 1936, the dividend recently 
announced having been earned during the last 
fiscal year. It was the first dividend to be 
paid under provisions of the plan. 


Rural Power Pact Sought 


HE Michigan State Farm Bureau last 

month drafted a rural electrification 
peace pact for the delegates to ratify and 
present to the REA. 

After waiting in vain for two years for an 
invitation to confer with the Federal govern- 
ment on its rural electrification program, the 
farm bureau prepared to invite the REA toa 
conference of its own. It had under consid- 
eration a resolution that would instruct its 
officers to call a meeting “of all interested 
parties, including the REA, the power com- 
panies, the state public utilities commission, 
and other major farm organizations to de- 
vise means for a speedy ending of difficulties 
which may be retarding rural electrification 
in Michigan.” 

As a prelude to the conference call, the 
resolution stated that “the farm bureau holds 
no brief for either power companies or the 


REA.” 


Nebraska 


Platte District Complications 


have developed re- 


Gm complications 
cently in the operation of the Platte val- 


ley public power and irrigation district. 
Charges have been made by directors of the 
district that PWA at Washington makés 
decisions of a far-reaching nature while dis- 
trict directors have to assume responsibility 
for administrative action. So far, the Platte 
valley construction has cost about $10,000,000 
and still requires a little more than $1,000,000 
to complete. The construction has cost con- 
siderably in excess of advance estimates and 
the interest on district bonds was defaulted 
in May and again in November. 

The trouble came to a head when the Platte 
valley directors recently refused to approve 
a proposed purchase by the district in com- 
bination with the other two Nebraska public 
districts (Tri-County and Columbus) of 
projects of the Western Public Service Com- 
pany for approximately $7,000,000. The pro- 
posal was part of a plan which is being nego- 


795 


tiated whereby the three districts would take 
over, at agreed purchase prices, virtually all 
private power utility facilities within the state 
so as to create a state public power monopoly. 
The Tri-County and Columbus directors were 
favorably disposed to the Western Public 
Service proposition, which was also reported 
to a the approval of certain Federal offi- 
cials. 

Recently, Donald D. Price, Platte valley 
chief engineer and general manager, resigned 
following rumors (denied at Washington) 
that PWA demanded his resignation for re- 
fusing to comply with “suggestions” from 
Washington. Harry F. Williams, president, 
and A. F. Buechler, member of the Platte 
valley board of directors, have also resigned. 
The latter more recently charged that the 
construction of the Columbus power house 
on the Loup river was faulty and that the 
city of Grand Island could make power from 
steam more cheaply than it could be bought 
from the public power district. 
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New York 


The commission said it had learned that 
county, city, and Federal taxes would be 
practically twice as great and state taxes four 
times as great in 1938. 

Subscribers in six counties served by the 
company will pay an increase of approxi- 


Faces Suit 


"penne violations of the state public 
service law by the Consolidated Edison 
Company in the acquisition of private electric 
plants, the state public service commission on 


November 9th directed its counsel to bring 
suit against the company. The action was 
expected to be a penalty suit in the supreme 
court. 

The commission acted on a report submit- 
ted by George E. McVay, assistant counsel, 
which alleged that the company, in eliminat- 
ing private plant competition, overpaid the 
private owners and extended to them benefits 
not available to others. These practices, the re- 
port declared, constitute an “evasion” of the 
public service law dealing with “undue pref- 
erence, unjust discrimination, rebates, ad- 
vantages, and special privileges.” 

The report said Consolidated Edison orig- 
inally had charged to operating expenses al- 
most $400,000 spent in the last two and one- 
half years in acquiring private plants in Man- 
hattan, but that at a hearing of the commis- 
sion, Floyd L. Carlisle, chairman of the 
board of the company, asserted that the pay- 
ments would be charged to surplus. The re- 
bates and preferences granted to private own- 
ers were extended under acquisition agree- 
ments, the report stated. 


Permits Rate Increase 


WING to increased taxes on utilities, the 

state public service commission on No- 
vember 16th permitted the Rochester Tele- 
phone Corporation to charge “slightly higher 
rates,” effective November 26th. 


mately $67,000 annually under the revised 
rates, the commission said. 


Tests Labor Board Ruling 


HE Consolidated Edison Company of 
aw York, Inc., and its subsidiaries on 
November 18th began a fight in the Federal 
courts against a decision of the National 
Labor Relations Board on November 11th re- 
quiring the company to dissolve contracts it 
had signed with the International Brother- 
hood of Electrical Workers, an affiliate of the 
American Federation of Labor. 

The legal controversy was expected to es- 
tablish the extent of the labor board’s pow- 
ers, for the case will be carried to the U. S. 
Supreme Court, according to Floyd L. Car- 
lisle, chairman of the board of trustees of 
Consolidated Edison, and Daniel W. Tracy, 
president of the union. 

As a first step a petition was filed in the 
U. S. District Court for the Southern dis- 
trict of New York, contending that the com- 
pany was engaged in intrastate business and 
therefore not subject to the provisions of the 
national labor relations act and that the board 
had exceeded its authority in attempting to 
exercise judicial powers. 

Judge Martin T. Manton granted a peti- 
tion to stay execution of the labor board's 
order requiring dissolution of the contracts, 
pending a decision on the appeal. 


North Carolina 


Reduces Power Rates 


HE Virginia Electric and Power Com- 

pany, serving northeastern North Caro- 
lina, last month consented to reduce its rates 
for customers in the state. The lowered rates, 
effective January Ist, will result in a saving 
of about $24,000 a year—$11,000 for resi- 
dential users and $13,000 for commercial 
users. 

The new residential rates will be as fol- 
lows: 5% cents for the first 60 kilowatt 
hours; 3% cents for the next 60; 2 cents for 
the next 60, and 1% cents a kilowatt for all 
in excess of that amount. 

The company will also install on January 


Ist an additional schedule for “larger” users, . 


giving them a cheaper rate. The “demand 
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charge” under this schedule will be $10 for 
the first 5 kilowatts maximum load or less, 
and $2 per kilowatt hour in excess of 5 kilo- 
watts, 


Loses Power Site Case 


HE Federal Power Commission on No- 

vember 16th ruled that the “interests of 
interstate or foreign commerce” are involved 
in a proposed hydroelectric power project of 
the Carolina Aluminum Company on the 
Yadkin river near Tuckertown. 

The opinion, it was said, meant that the 
subsidiary of the Aluminum Company of 
America would have to make application for 
a license before proceeding with its $6,000,000 
power development. The opinion overrode a 
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contention of the state of North Carolina 
that the matter was entirely for the state to 
decide. 


REA Power Lineage 


Pye Dudley Bagley told the state 
Rural Electrification Authority recently 
that since it began operating in July, 1935, a 
total of 5,130.69 miles of power lines had been 
built in North Carolina for 28,972 customers. 


Bagley made his report at a meeting of the 
ority. 

Lines built, planned, and under construc- 
tion, he said, total 7,504.39, for 42,217 cus- 
tomers, at an estimated cost of $8,210,592.50. 
The report covered operations to November 
Ist. 

Public utilities, the report showed, have 
built 4,352.19 miles of lines, municipalities 
450.30 miles, and the Federal Rural Electrifi- 
cation Administration 281.60 miles. 


North Dakota 


Codperative Granted Permit 


HE state railroad commission recently 
fp a request of the Baker Electric 
Codperative, Inc., of Baker, for a permit to 
operate its transmission line of electric energy 
as now constructed in Benson and Pierce 
counties. 


As a condition of the permit, the codpera- 
tive must furnish owners of telephone lines 
paralleled by the transmission line with mate- 
rials necessary to minimize inductive inter- 
ferences. The permit, it was said, would not 
be issued until three days after evidence was 
shown that all conditions of the approval had 
been met by the codperative. 


Ohio 


Co-op Agreement Fails 


| are to reach an agreement over 
wholesale rates for rural electric service, 
representatives of six rural electric codpera- 
tives returned to their homes recently to seek 
additional data which would enable the co- 
Operatives to operate more successfully. 

The cooperatives’ representatives met in 
conference at Columbus last month with rep- 
resentatives of the Ohio Power Company and 
members of the state public utilities commis- 
sion, which was scheduled to hear the co- 
Operatives’ complaint against the company 
formally on December 7th. 

At the same time, H. Zinder, chief of the 
rate section of the Federal Rural Electrifi- 
cation Administration, agreed to submit data 
relative to rates charged coGperatives in other 
states, when the conference reconvenes. This 
information, it was understood, would support 
the Ohio coGperatives’ contention for the 
wholesale rate of from 1 cent to 1% cents 
per kilowatt hour. 

It was intimated in some quarters that 
private companies, granting special rates to 


codperatives, seek to avoid discrimination 
against wholesale customers who pay higher 
rates and might, as a result, seek downward 
revisions, 


Turns Down Request 


RESOLUTION of the state utilities commis- 
A sion asking Attorney General Herbert S. 
Duffy to urge the Franklin county common 
pleas court to make a prompt determination 
of an injunction and damage suit filed in the 
Columbus gas case was rejected by the at- 
torney general recently. 

Duffy said he believed such a request was 
“unauthorized” by the law and pointed out 
that the statutes make no provision for such 
action by the attorney general as requested by 
the utilities commission. 

The state utilities commission early last 
month adopted the resolution in an effort to 
expedite the consideration and determination 
of a suit for $42,000,000 damages and an in- 
junction filed against the gas company by 
City Attorney John L. Davies as a gas con- 
sumer. 


Oklahoma 


REA Fund Allotted 


UNDS were withdrawn from the Grant 
county electric codperative last month by 
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the Federal Rural Electrification Administra- 
tion and turned over to organizations in Kay 
and Alfalfa counties which will use the 
money to build power lines in Grant county. 
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An allotment of $180,000 was transferred 
to the Kay county electric codperative at 
Blackwell and $90,000 went to Alfalfa county 
electric coOperative at Cherokee. REA stipu- 
lated that the money be used to build lines in 
Grant county and that three members from 


that codperative be included in the organiza. 
tions in Kay and Alfalfa counties. 

The money will build about 300 miles of 
lines to carry power to 750 or 800 farmers 
as originally proposed by the Grant codpera- 
tives. 


Pennsylvania 


Telephone Connections Hearing 


HE state public utility commission on No- 

vember 17th set a precedent in ordering 
the Bell Telephone Company of Pennsylvania 
and the Keystone Telephone Company of 
Philadelphia to show cause why they should 
not make interconnections between private 
branch exchanges of their respective com- 
panies on request of subscribers. 

The action is the first of its kind started 
in Pennsylvania. Under the new public utility 
law, the state commission has power, after 
hearing, to make telephone or telegraph com- 
panies connect facilities through “suitable” 
trunk lines with other similar companies. 
Hearing on the commission’s order is to be 
held in Philadelphia on December 10th. 

The public utility commission issued the 
order, it was said, on information that both 
companies requested subscribers to remove 
electrical devices making possible intercon- 
nection of private branch exchanges of the 
two companies. 


Abandons Attempt to Tax 
Utility Property 


fom months of refusal, Pittsburgh city 
council’s finance committee recently de- 
cided to go along with Common Pleas Court 
in exonerating public utility property from 
the city’s real estate tax. 

Although court precedent dating back more 
than seventy-five years has protected utility- 
owned real estate used for utility purposes 
from local taxation, the city board of as- 
sessors in 1936 renewed the attempt to levy 
on this property. 

In accordance with this action, the board 
added utility real estate assessed at $39,220, 
252 to the tax books and the utilities were 
billed for taxes on this property aggregating 
more than $700,000. 

The Bell Telephone Company and other 
local utilities promptly appealed to Common 
Pleas Court, which sustained the precedent of 
long standing and ordered this property ex- 
onerated from taxation. 


South Carolina 


Utility Valuation Lowered 


HE Federal Power Commission on No- 

vember 20th ruled the legitimate cost of 
the Lexington Water Power Company’s 
project on the Saluda river near Columbia, 
S. C., was $20,123,970 as of June 30, 1932. 
This compared with the company’s claimed 
value of $21,648,232. 

Principal claimed items disallowed were 
lump-sum payments, $490,507; management 
engineering charges, $408,952; payments 
through W. S. Bartow & Co., $147,988; other 
professional services, $119,234. 

The power commission determined legiti- 
mate cost under provisions of the power act, 
allowing possible future recapture of projects. 


Rates Lowered 


HE town of Conway, together with 
Myrtle Beach and Murrells’ Inlet, and 
other places in Horry county, were to receive 
lower electric rates, as well as lower water 
rates, according to a recent announcement by 
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Josiah J. Evans, chairman of the state pub- 
lic service commission. 

The South Carolina Utilities Company, of 
Conway, which supplies the section, has cut 
charges and the annual saving to consumers 
was estimated at $15,000 by L. W. Pollard, 
director of the electrical utilities division for 
the commission. 

The new residential rate is: First 12 kilo- 
watt hours (minimum charge), $1; next 28, 
7 cents each; next 60, 4 cents; next 150, 2% 
cents, and all in excess of 250, 1% cents. 

The new commercial rates were announced 
as follows: First 12 kilowatt hours, $1.20 
(minimum monthly charge) ; next 88, 9 cents 
each; next 500, 414 cents each; next 2,400, 3 
cents each; and all in excess of 3,000, 2% 
cents each. 


Expansion Plan Approved 


| fepnnsecyys steps toward lower rates for 
rural electrification customers in the state 
were authorized by the state REA at a meet- 
ing on November 10th, it was announced by 
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Governor Olin D. Johnston, chairman of the 

oup. 

Phe governor said two possibilities would 
ie investigated: construction of gen- 
eating plants and extending lines from the 
TVA hydroelectric development. He said a 
sbcommittee of the REA “will get in touch 
it once with authorities in Washington about 
the possibility of building our own generat- 
ing plants and also to study the practicability 
of bringing in power from the TVA.” The 
committee will consist of the governor, State 
Treasurer E. P. Miller, and Comptroller 
General A. J. Beattie. 

In addition to authorizing the search for 
cheaper power, the authority approved papers 
necessary to get further loans from Wash- 
ington under the state’s rural program, al- 
ready given the general approval of Wash- 
ington. The governor explained that the 
state already has obtained slightly more than 
$900,000 from the REA and that up to a 
total of $3,000,000 would be available. The 
governor said this meant that “we have 
sightly more than $2,000,000 for further 
projects which we intend to push as rapidly 
as possible. 

Governor Johnston estimated that under the 
$3,000;000 program more than 3,000 miles of 
lines would be built. He said that “this 
would give us about all of the lines feasible 


at the present time under a cost standpoint. 
Of course, it will be possible to make exten- 
sions later according to the needs of the rural 
sections.” 

He said that the possibility of building gen- 
erating plants in some sections and getting 
TVA power in others was to give rural sec- 
tions electric rates in accordance with rates 
elsewhere. 


Rural Rates Reduced 


HE fight for lower rates for electricity in 

rural communities of the state gained a 
new angle recently when the state public 
service commission announced a reduction of 
approximately 20 per cent in rural rates 
charged by the Carolina Power and Light 
Company, which operates in the Pee Dee sec- 
tion of the state. 

Although the order by the state commis- 
sion embraced only the Carolina Power and 
Light Company, of Raleigh, Josiah J. Evans, 
chairman of the commission, said it was 
studying the rural rates of other companies. 
The order issued by the commission regard- 
ing the Raleigh company affected the whole- 
sale prices at which current is sold to the 
REA for distribution over its lines. The order 
came after a series of conferences among the 
commissioners and officials of the company. 


Texas 


Electric Contract Approved 


J ae Federal REA last month approved a 
contract between the Texas Power 
Light Company and the Farmers Electric Co- 
dperative of Greenville for current at a 
<a rate of 1.28 cents per kilowatt 
our. 

At the same time REA rejected a rate of 
1.5 cents per kilowatt hour asked by the Cen- 
tral Power & Light Company of Corpus 
Christi for a project in Hidalgo county and 
threatened to allot $170,000 more for build- 
ing a generating plant if unable to secure a 
lower rate than offered. 

The Texas Power & Light contract ap- 
proved provides for energizing a project for 
which REA loaned $360,000 for building 
nearly 600 miles of line in Rockwall, Collin, 
Kaufman, Hunt, Hopkins, and Rains counties. 
Nearly 2,000 customers are to be served in 


those counties. In approving the wholesale 
rate, REA explained that 1.28 cents would be 
the average rate and that the retail rate would 
be considerably higher in order to provide 
funds for operation, maintenance, and repay- 
ment of the loan. 

The Hidalgo county project, one of the 
largest in Texas, will require about 2,500,000 
kilowatt hours a year when completed. It 
calls for 807 miles of line to serve 2,356 cus- 
tomers in Hidalgo county. Magic Valley Elec- 
tric Codperative of Mercedes is the borrower 
and part of the $200,000 promised has been 
advanced. REA has asked Central Power & 
Light to submit a lower rate more in line 
with those charged elsewhere and quoted of- 
fers of the Middle West Corporation of Chi- 
cago to supply current elsewhere at 11 mills 
per kilowatt hour. Middle West Corporation 
of Chicago is the holding company of Central 
Power & Light. 


Virginia 


Power Rate Cut Ordered 


T= state corporation commission on No- 
vember 9th ordered reductions in rates of 
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the Virginia Electric and Power Co y 
which will save the small consumer in Vir- 
ginia approximately $250,000 a year. The re- 
ductions will become effective ee Ist. 
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After a conference with company officials, 
the commission approved a tariff schedule that 
will lop approximately $100,000 off residential 
power rates, about $100,000 off the commer- 
cial rate, and about $50,000 off the rate ap- 
plicable to small industries using limited 
loads. 

The reduction in residential rates will af- 
fect mainly those consumers who use less than 
95 kilowatt hours of power per month. The 
new rates will save these consumers up to 15 
cents a month on their bills. The first stage, 
or “top step,” in the schedule for residential 
consumers will be cut from 5% to 5 cents for 
the first 50 kilowatt hours, 4%4 cents for the 


next 50 kilowatt hours, 3 cents for the next 
50 kilowatt hours, and 114 cents for all over 
150 kilowatt hours. 

The new rate for commercial consumers 
will be 5 cents for the first 300 kilowatt 
hours, 4 cents for the next 500 kilowatt hours, 
and 3% cents for the next 1,400 kilowatt 
hours. The remaining steps in the schedule 
will continue at the present rate. 

The change in commercial rates, represent- 
ing an annual saving of approximately $100,- 
000 for this class of consumers, will apply to 
commercial customers using 750 kilowatt 
hours or less a month, and reduces their bills 
up to $1.25 a month. 


Wisconsin 


Rate Cut Ordered 


N annual saving of $90,000 in the electric 

bills of 7,500 commercial and industrial 
customers of the Wisconsin Gas and Electric 
Company will be effected under a rate re- 
duction order announced by the state public 
service commission on November 17th. 

The reduction went into effect on service 
after meter readings taken during the re- 
mainder of the month of November. The re- 
duction came in revising the form of rate 
schedule applying to commercial and indus- 
trial users of electricity served by the com- 
pany, which operates in southeastern Wis- 
consin. 

Under the new rate for commercial cus- 
tomers the first 250 kilowatt hours each 
month will cost 4% cents per hour in Keno- 
sha, Waukesha, Burlington, Ft. Atkinson, 
Watertown, West Bend, Barton, and White- 
water. Elsewhere the rate will be 5 cents. 
The new scale is gradually stepped down to 
as low as 2% cents per kilowatt hour on all 
consumption over 3,000 kilowatt hours per 
month. 


Supervision Too Close 


| ieee that the state public service 
commission was demanding too close su- 
pervision of large utility construction, Wis- 
consin utilities at a recent hearing attacked 
a proposed revision of the commission’s pres- 
ent order controlling construction by electric 
utilities. 

Under a 1931 law, the commission issued 
an order requiring electric utilities to get ap- 
proval from the commission before undertak- 
ing large scale construction. The purpose was 
to prevent overexpansion by utilities, 

William Ryan, Madison attorney, repre- 
senting the Wisconsin Power and Light Com- 
pany, asserted that the revised order not only 
asked for too much supervision but assumed 
power greater than that in the original stat- 
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ute. He objected further that the procedure 
specified by the proposed revision involved too 
much delay before a utility could undertake 
construction. 

The state commission has an order in ef- 
fect that provides for arbitration of differ- 
ences between electric codperatives and utili- 
ties. The commission has proposed this. order 
be incorporated in the revision of the order 
controlling new construction. Ryan contested 
this inclusion, claiming the arbitration order 
requires the utilities to notify too many agen- 
cies, including telephone and telegraph com- 
panies. 

C. E. Kohlhepp, Milwaukee, vice president 
of the Wisconsin Public Service Corporation 
and president of the Wisconsin Utilities As- 
sociation, asked that the commission meet 
with the utility committee and codperative 
representatives to draft a new order. He 
submitted a proposed order by the association, 
to be substituted for the commission’s order. 


Purchase Contract Right OK’d 


re Sherman E. Smalley ruled last month 
that the village of Muscoda through the 
village board had a legal right to enter into a 
contract with bids in the purchase of a diesel 
generating unit to produce current for the 
village of Muscoda. 7 
Judge Smalley held that the generating unit 
is a manufactured article and not to be 
classified with bids for labor or materials, 
and that the village can pledge the net earn- 
ings of its public utility to secure the pay- 
ment of the purchase price of said property, 
and so ruled for the defendant village of 
Muscoda and against the plaintiffs, four tax- 
payers who petitioned for injunction to re- 
strain the village from entering into a con- 
tract. The plaintiffs were expected to appeal 
to the state supreme court. 
, A new power plant was erected and was 
ready for the generating machinery which 
was to be installed without further delay. 
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The Latest Utility Rulings 





Hand-set Telephone Charge to Deter Service 
Improvement Is Condemned 


Bene Tennessee commission ordered 
a telephone company to eliminate 
a hand-set telephone charge, authorized 
the collection of a change-of-instrument 
charge amounting to $1.50, and provided 
that the company would not be required 
to make changes to hand sets in excess 
of 20 per cent of the instruments in use 
by the company in any calendar year. 

A contention that the complete elimina- 
tion of the charge would be confiscatory, 
and accordingly prohibited by the Con- 
stitution of the United States, was met 
with the statement that the total loss of 
revenues would amount to only 33/1000 
of one per cent. The commission con- 
tinued : 

The computation of this microscopic loss 
encroaches upon the realm known in higher 
mathematics as infinitesimal calculus. The 
charge of confiscation must therefore be re- 
garded as metaphysical and too shadowy 
and illusory to demand the awesome protec- 
tion of the Constitution of the United States. 

No commission can be so precise in its 
rulings as to prevent losses in revenues of 
only $10 a month in the case of a corporation 
having assets of approximately $400,000. A 
minor adjustment in the postage stamp ac- 
count would probably counteract such 
losses; if not, we are sure that the addition 
of two or three subscribers would more 
than do so. 


The commission held that the company 


had failed to prove that there would be 
an immediate or instantaneous shift to 
hand-set instruments, but it was stated 
further than even the substitution of hand 
sets for all wall and desk instruments 
would not financially inconvenience the 
company as depreciation reserves had 
been accrued sufficient to retire the in- 
vestment in all instruments removed 
from service. The purpose of the com- 
mission in allowing the accumulation of 
these depreciation reserves, it was said, 
was to provide for just such a contin- 
gency as had arisen, namely, the retire- 
ment of telephone sets or other equip- 
ment necessitated by the invention of new 
and improved designs or types of equip- 
ment. 

The commission refused to “aid and 
abet the company in keeping its service 
below present-day standards.” A request 
to allow a surcharge as a deterrent to im- 
proved service, it was said, should not 
be granted unless it were clearly shown 
that such denial would be injurious to 
the company’s service in other respects. 
The record in the case failed to sustain 
any finding that service would be poorer 
because of the conversion to hand sets. 
Re Christian-Todd Telephone Co., Inc. 
(Docket No. 2079). 
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Excessive Taxes and Federal Encroachment on 
States’ Rights Are Criticized 


REATION of a surplus by a public 
utility company when the surplus 
would be excessively taxed by Federal 
authorities does not meet with the ap- 
proval of the Arizona commission. In 
response to a plea by a gas and electric 
company for a large depreciation reserve 
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on the ground that it should be per- 
mitted in this manner to build up a sub- 
stantial surplus, the commission said: 


It is clear that under the present Federal 
law, undistributed surpluses cannot be ac- 
cumulated without the payment of exces- 
sive taxes, hence the plea of the respondent 
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in this respect must be denied. It would be 
unfair to the ratepayers to set up a fund 
from their contributions which would be 
immediately passed on to Federal disburse- 
ment departments to be expended for such 
purposes and at such places in the other 
sections of the country, perhaps, as might 
please the fancy and ambition of some de- 
partment head who has never seen Arizona. 

Centralization of government at Wash- 
ington during recent years seems to have 
been and still is an obsession of Congress. 
The progress of annihilation of states’ 
rights has made startling strides and if per- 
mitted to continue will completely deprive 
state authority of the power which it has 
exercised since the foundation of the gov- 
ernment. It shall not be said that this com- 
mission is particeps criminis to the consum- 
mation of such a program. 


The commission, in considering utility 
taxes, also paid its respects to the taxing 
authorities in the following words: 


One of the largest factors in the operat- 
ing expenses of this and other utilities is 
and for several years has been the appalling 
increase in taxes, local, state, and Federal. 
Law-making bodies apparently have devoted 
the major portion of their time and con- 
centrated their energies toward schemes and 


methods by which additional levies may be 

made, apparently losing sight of the fact 

that every cent raised through taxation must 
come out of the pockets of their constitu- 
ents. 

The commission in this case ordered a 
rate reduction after refusing to make any 
allowance for going concern value, which 
was considered an improper element in a 
rate base where all elements of value had 
been considered. The commission was not 
unmindful of the fact that over a period 
of years going value had been considered 
a proper item, but it thought that the 
growth, development, and effectiveness 
of regulation had removed the necessity 
for inclusion of such an item in the valua- 
tion of a “theoretical plant” for rate-mak- 
ing purposes. 

The commission disallowed as oper- 
ating expenses uncollectible accounts (on 
the ground that the utility could require 
a deposit), unproven management fees, 
and losses in the merchandising depart- 
ment. Re Tucson Gas, Electric Light & 
Power Co. (Docket No. 6754-E-538, De- 
cision No. 9311). 


e 


Token Fares Must Not Be Too High to Attract Patronage 


UTHORITY was granted to the Capital 
Transit Company by the District of 
Columbia commission to increase token 
fares to 84 cents, but authority to increase 
the rate to 83 cents was denied. A differ- 
ential of only 1} cents between token and 
cash fares appeared to the commission 
to be too small to attract patronage. It 
was said that the large group of token 
passengers, about one-third of the total, 
should be placed in the category of whole- 
sale riders. The commission said that if 
the token rate were to occupy an impor- 
tant place, then there must not only be 
the convenience element applicable to 
both the company and the patrons, but 
there must be sufficient economic gain to 
the purchaser to make it worth while to 
purchase a given number of tokens. 
It had been urged by car riders that the 
commission consider a proposal to place 
into effect a universal 5-cent fare for an 


experimental period. The commission 
was satisfied from the evidence, however, 
that a universal 5-cent fare would result 
in no net income and would therefore 
cause impairment to the service rendered 
the public. The record showed that under 
a 5-cent fare revenue passengers would 
have to increase 31.5 per cent to produce 
the same revenue that was being pro- 
duced under existing rates and that such 
increase in the total number of revenue 
passengers would require additional 
transportation facilities and would re- 
sult in a greater operating cost than at 
present. 

Admittedly the company could not earn 
an adequate return under the fares au- 
thorized, but the commission said that 
while one test of the reasonableness of 
existing or proposed tariffs is whether 
they render or will render a fair rate of 
return, this is not the sole test. The Su- 
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reme Court, it was said, has recognized 
that the mere raising of rates does not 
necessarily make for increased revenue, 
for frequently they result in such losses 
of patronage as to more than dissipate the 
anticipated gain ( Florida v. United States 
(1931) 282 U. S. 194, 75 L. ed. 291, 51 
S.Ct. 119). The commission referred to 
the rule that a utility is entitled to a rea- 


sonable return upon the value of that 
which it employs for the public con- 
venience, while, on the other hand, the 
public is entitled to demand that no more 
be exacted for the use of the public 
utility’s property than the service ren- 
dered is reasonably worth. Re Capital 
Transit Co. (Formal Case No. 247, 
Order No. 1634). 


e 


Commission Imposes Conditions in Authorizing 
Sale of Water Plant to City 


HE New York commission has juris- 

diction over the rates and service of 
water utility companies but lacks juris- 
diction over the rates and service of 
municipalities. The commission, how- 
ever, holds that it is its duty, before con- 
senting to the transfer of a water plant 
by a privately owned company to a mu- 
nicipality, to make certain that present 
consumers will continue to receive water 
service at reasonable rates. In accordance 
with these views the commission, in au- 
thorizing the sale of a water plant to the 
city of Utica, imposed the following con- 
ditions : 

1. That the city continue to supply 
water at reasonable rates to municipalli- 
ties and private consumers outside mu- 
nicipal boundaries in territory presently 
served by the company. 

2. That the company promptly rebate 
to each consumer, municipal or private, 
who had been supplied with water since 


the effective date of a commission rate 
reduction order, an amount equal to ex- 
cess rates collected subject to refund, 
with interest at 6 per cent per annum. 

3. That the water company discontinue 
and withdraw its pending appeal in the 
United States Supreme Court to review 
the order adopted by the commission and 
from orders and judgments of the courts 
of New York affirming such order. 

4. That the order be without force or 
effect until there should be filed with the 
commission unconditional acceptances by 
both the water company and the cit 
agreeing to obey all the terms and condi- 
tions of the order and an agreement, 
executed by the surety company bonding 
the refund, that the transfer of property 
and rights authorized by the commission 
should not limit or terminate its existing 
obligation as indemnitor. Re City of 
Utica (Consolidated Water Co. of 
Utica), (Case No. 9286). 


e 


Telephone Rate Investigation Terminated by 
Reduction Order of Utah Commission 


Ea Utah commission ordered a 
change in rates of the Mountain 
States Telephone & Telegraph Com- 
pany after an investigation which had 
been conducted for about three years. 
Hearings had been held by the former 
commission. The order resulted in re- 
duced rates, establishment of a statewide 
classification of exchanges, elimination 
of discrimination between various ex- 
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changes, reduction of rural zone mileage 
charges, and elimination of the additional 
charge for hand-set telephones. 

As the result of conferences, the order 
was accepted by the company notwith- 
standing the fact that it was not entirely 
satisfactory to it. The commission said 
concerning disposal of the issues: 


. . . the commission has adopted the 
procedure followed by the Federal Com- 
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munications Commission of the United 
States government in obtaining rate reduc- 
tions for long-distance service from the 
American Telephone and Telegraph Com- 
pany. This method contemplates that the 
commission and the company consider the 
public’s requirement for telephone service 
and the value of the service to the users, 


ES FORTNIGHTLY 


as well as the returns the company might 
expect as proper remuneration for furnish- 
ing adequate and dependable telephone sery-. 
ice to the public. 


Public Service Commission v. Mountain 
States Telephone & Telegraph Co. (Case 
No. 1479). 


+7 


Motor Carriers Prohibited from Having Certain 
Dealings with Travel Bureaus 


HE Colorado commission adopted 

a rule prohibiting motor vehicle 
common carriers of passengers for hire 
from advertising any trips in the offices 
of or in connection with any so-called 
“travel bureaus” and from permitting 
“travel bureaus” and people engaged in 
that line of business to act as agents for 
the selling of tickets for motor carriers. 
The commission made the following 
statement: 


In the opinion of the commission, this 


practice should not be allowed, as it has a 
tendency to develop and permit unlawful 
operations by said so-called “travel bureaus,” 
and is misleading to the general public who 
will be unaware whether they are dealing 
with authorized common carriers of pas- 
sengers or so-called “travel bureaus” os- 
tensibly operating on what is known as the 
“share expense” method. 


Re Rules and Regulations Governing 
Motor Vehicle Carriers (Third Revised 
General Order No. 39, Decision No. 
10513). 


7 


Combined Operations over Separate Routes 


HE Washington Department of Pub- 

lic Service, in authorizing changes 
in boat. service in the Kitsap County 
Transportation Company, which operates 
on the waters of Puget Sound, expressed 
its opinion concerning the segregation of 
services in public utility regulation. It 
was said that the question whether other 
routes operated by the company should 
in effect subsidize a particular service 
with one which could not be answered 
without considerable difficulty. The de- 
partment then continued : 


The department believes that generally 


Utility Not Requir 
Inductive 


EPRESENTATIVES of the Arkansas 
State Forestry Commission, on an 
application by an electric utility company 
for authority to construct rural electric 
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speaking all of the operations of a particu- 
lar company or organization should be con- 
sidered together, but that this principle 
should not be given full effect unless rates 
on each route are in themselves at least fair 
and reasonable. To be more specific we do 
not believe that rates on any particular 
route should be maintained at an unreason- 
ably low level or that service on such a 
route should be maintained in excess of what 
the existing rates will support simply be- 
cause other routes which are not related 
are making an excessive profit. 


Department of Public Service v. Kitsap 
County Transportation Co. (Cause No. 
6906). 


e 


ed to Compensate for 
Interference 


lines, stated that the construction would 
cause serious inductive interference to 
the forestry’s telephone lines operating 
in some of the counties included in the 
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application. The commission was re- 
quested to attach to its authorization for 
construction a condition that the electric 
utility pay all or part of the cost of con- 
verting the affected portion of the 
grounded telephone system into metallic 
lines. The commission refused to do this 
and authorized the company to proceed 
with construction without compensating, 
or agreeing to compensate, for inductive 
telephone interference. It was said: 


There is no claim that the power line will 
not be constructed, maintained, and operated 
in accordance with the best standards of 
modern engineering practices. There is no 
way in which electric lines paralleling tele- 
phone lines of the grounded type can be 
constructed, maintained, and operated with- 
out causing interference by induction. 

There are two methods, however, of tele- 
phone construction: (1) The grounded sys- 
tem, subject to inductive interference, and 
(2) the metallic system, not subject to in- 
ductive interference. On this subject, Dei- 
ser, on “The Law of Conflicting Uses of 
Electricity and Electrolysis,” on page 21 


summarizes the principles as follows: “Nor, 
can the holder A pres cs franchise, such as 
the telephone, hope to recover the cost of 
remedying defective - aratus, and any tele- 
phone apparatus capable of being disturbed 
to any marked extent by induction, must be 
classified as defective, so long as there exist 
insulating or isolating devices, such as the 
complete metallic circuit, or the noninductive 
circuit, that would protect the telephone or 
telegraph lines.” The grounded telephone 
construction has not been for many years 
in accordance with the best standards of 
modern engineering practices. 

While this order may work a hardship on 
the state forestry commission, the depart- 
ment is of the opinion that the consumer of 
electricity should not be made to bear the 
burden of converting a grounded telephone 
system into a metallic system. Progress and 
development in this state should not be im- 
peded by levying additional costs on the 
electric consumers. To place this additional 
burden on the electric consumers would be 
to deny the benefits of electric power to 
many areas. 


Re Arkansas Power & Light Co. (Docket 


No. 246). 


Ohio Commission Tightens Control of Contract Carriers 


the end that commission regula- 
tion shall promote and protect an 
adequate and efficient common and con- 
tract carrier service by motor vehicles in 
the public interest the Ohio commission 
has ruled that contract or private carriers 
must submit to more stringent regulation 
than in the past. The commission said 
that it is now evident that private carriage 
is sufficiently affected with a public in- 
terest to warrant public regulation. 

A contract carrier, it was pointed out, 
has certain inherent advantages in com- 
petition over a common carrier. Common 
carriers must serve all who seek their 
services at rates which are published and 
open for public inspection. The contract 
carrier is free to pick and choose among 
shippers and may discriminate as between 
shippers both as to service and rates. 
Such latitude, said the commission, often 
makes the contract carrier a source of 
positive peril to the common carriers 
when they shop freely among shippers 
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and confine their actual contracts to in- 
dividual shipments. Publication of com- 
mon Carrier tariffs makes them open tar- 
gets. The commission, in view of these 
considerations, declared : 


We find, therefore, that from and after 
the effective date of the order hereinafter 
entered, all contract carriers shall transport 
under contracts or agreements which shall 
be in writing, which shall provide for trans- 
portation for a particular shipper or ship- 
pers, which shall be bilateral and impose 
specific obligations upon both carrier and 
shipper or shippers, which shall cover a 
series of shipments during a stated period 
of time in contrast to contracts of carriage 
governing individual shipments which shall 
provide that rates for such carriage shall be 
paid to the contract carrier by the shipper 
or shippers and not by the consignees of the 
merchandise in any instance and further 
copies of said contracts or agreements shall 
be preserved by the carrier parties thereto 
so long as the contracts or agreements are 
in force and for at least one year thereafter. 


Re Special and Individual Contracts or 


Agreements of Private Motor Carriers. 
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Contracts for Directory Service beyond 
Requirements of Regulation 


ULES and regulations of a public 
R service commission were held by 
an Ohio court to impose minimum re- 
quirements upon a telephone company. 
Additional obligations could be assumed 
by the company under contract with a 
subscriber. 

A telephone company had contracted 
with a subscriber to insert his name un- 
der the list of physicians and surgeons in 
the classified section of the telephone di- 
rectory. Another company had contracted 


with the telephone company to publish 


its directory. In a suit by the subscriber 
against both companies on the ground 
that his name had been omitted from the 
classified section, it was urged as a de- 
fense that the company complied with all 
legal requirements by listing the doctor 
in the white section (alphabetical sec- 
tion) ; that having done so there was no 


requirement on the part of the company 
to carry the listing in the classified sec- 
tion. It was urged that the filing of the 
schedule with the public utilities com- 
mission required only the listing in the 
white section. The court ruled against 
this contention with the statement : 


While the rules and regulations under the 
public utilities commission required the list- 
ing only in the white section, this was the 
minimum requirement, and did not in any 
way limit or prohibit the subscriber from 
making arrangements for the betterment of 
his service. We see nothing in the rules and 
regulations of the public utilities commis- 
sion prohibiting or making illegal the carry- 
ing of names and numbers in the classified 
business section, and the arrangements with 
the subscribers to that end. The public utili- 
ties commission’s regulation therefore con- 
stitutes no defense in this action. 


Vail v. Donnelley Corporation et al. (10 
N. E. (2d) 239). 


e 


Measurement of Electric Demand 


HE Pennsylvania commission, in or- 
dering a temporary rate reduction, 
ordered certain changes in electric rate 
tariffs to eliminate discrimination. The 
commission found that schedules were 
discriminatory and preferential in that 
they were not uniformly available to the 
company’s customers in the respective 
consumers’ classes. 
An optional feature of a demand rate 
provision was also criticized on the 
ground that it invited the possibility of 


discrimination between customers in the 
same consumer class having approxi- 
mately the same demand. The commis- 
sion said that without making a finding 
of the desirability for inclusion in rate 
schedulés of the element of demand, it 
appeared that if the rates for electric 
utility service were predicated upon a 
stated demand, such demand should be 
measured by meter. Re Philadelphia 
Electric Co. (Temporary Rate Docket 
No. 1). 


7 


Other Important Rulings 


HE Arkansas Department of Public 
Utilities, in authorizing construction 
of rural electric lines by a codperative 
corporation, ordered the corporation to 
take all necessary steps to protect existing 


electric, telephone, telegraph, and other 
facilities from any induction that might 
be caused by the construction. Re First 
Electric Coéperative Corporation (Docket 
No. 226). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 


will be published in full or abstracted in 
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EDISON LIGHT & POWER CO. v. DRISCOLL 


UNITED STATES DISTRICT COURT, M. D. PENNSYLVANIA 


Edison Light & Power Company 


Denis J. Driscoll et al. 


(— F. Supp. —.) 


Rates, § 650 — Duty of Commission — Findings — Temporary rates. 
1. The Commission, in fixing temporary rates pending final determination 
in a rate investigation under statutory authority to fix temporary rates 
and to consider the effect of such rates in its final determination, must make 
such findings as will inform the court as to whether the utility has been 
deprived of legal and constitutional rights, p. 356. 


Return, § 50 — Confiscation — Temporary rates. 

2. The Commission, in fixing temporary rates pending final determination 
in a rate investigation under statutory authority to fix temporary rates 
and to consider the effect of such rates in its final determination, should 
consider those elements which the Supreme Court has said must be con- 
sidered in fixing a fair rate to such an extent that confiscatory temporary 
rates will be avoided, although they need not be considered with the same 
care, particularity, and thoroughness with which they may be considered 
in fixing final rates, p. 356. 


Injunction, § 27 — Grounds — Temporary rate order — Absence of findings. 

3. A preliminary injunction should be granted to restrain a Commission 
from enforcing an order requiring a public utility to reduce rates tem- 
porarily pending a final Commission rate order, under statutory authority 
to fix temporary rates and to consider the effect of such rates in its final 
determination, when the Commission has failed to make findings of fact 
that will inform the court on a review as to whether or not those affected 
by the order have been deprived of their legal or constitutional rights, p. 
356. 

Return, § 58 — Confiscation — Temporary rate statute — Recoupment provisions. 
4. The Pennsylvania statute authorizing the Commission to order a tempo- 
rary rate reduction and directing it to consider the effect of such rates 
in its final determination is constitutional, p. 360. 


Rates, § 6 — Functions of court. 
Statement that the Federal court is not a rate-making body but that the 
function of fixing of rates of a public utility ultimately rests with the 
commonwealth, p. 356. 


Public utilities, § 9 — Powers of state to regulate. 
Statement by Federal judge that the commonwealth has the right to control 
private corporations whose business, necessarily monopolistic in character, 
is affected with a public interest, p. 356. 
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Return, § 16 — Right to earn — Fair value. 
Statement by Federal judge that a public utility company is entitled to a 
fair return on a fair value of its property devoted to public use, p. 356. 

Rates, § 172 — Reasonableness — Value of service. 
Statement by Federal judge that the public is entitled to demand that no 
more be exacted from it than public utility services rendered are reason- 
ably worth, p. 356. 

Injunction, § 27 — Grounds — Confiscatory rates. 
Statement that the Federal court on an application for a preliminary in- 
junction against enforcement of a temporary rate order of a Commission 
is concerned solely with the allowance or disallowance of a preliminary 
injunction and that the determination of that question depends upon whether 
or not the rates prescribed are confiscatory, p. 356. 

Rates, § 124 — Relevant facts. 
Discussion of the relevant facts as stated by the United States Supreme 
Court which must be considered in fixing a rate, p. 357. 

Return, § 38 — Adequacy — Temporary rates. 
Discussion by Federal judge of adequacy of return allowed an electric 
utility company under a temporary rate order, p. 358. 

Rates, § 630 — Temporary — Pennsylvania statute. 


Provisions of § 310 of the Pennsylvania Public Utility Law of June 1, 
1937, relating to the fixing of temporary rates, p. 363. 


(Watson, D. J., concurs; Jounson, D. J., dissents.) 
[October 15, 1937.] 


_ to restrain the enforcement of a temporary rate fixed 

by the Pennsylvania Commission under authority of a state 

statute; injunction granted. For opinion by the Commission, 

see 19 P.U.R.(N.S.) 474, in connection with order of July 13, 

1937, which was supplanted by order of July 27, 1937, order- 

ing the same reduction in revenues but establishing a schedule 
of temporary rates. 


¥ 


Davis, C. J.: This action concerns 
the lawfulness of a temporary rate 
for a public utility under authority of 
a state statute. The Edison Light & 
Power Company, a public utility cor- 
poration, is engaged in supplying elec- 
tric energy in and about the city and 
county of York, Pennsylvania. The 
respondents are individuals, constitut- 
ing the Pennsylvania Public Utility 
Commission, hereinafter referred to 
as the Commission. 


20 P.U.R.(N.S.) 


The complainant 
354 


brought this suit in a statutory court, 
pursuant to § 266 of the judicial code 
to enjoin the enforcement of an order 
of the Commission dated July 27, 
1937, requiring the complainant to 
adopt temporary rates for its electric 
service in accordance with the provi- 
sions of § 310 (a) and (e) of the 
Public Utility Law of Pennsylvania 
which went into effect June 1, 1937. 
The order of July 27, 1937, is the 
Commission’s second order imposing 
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these temporary rates upon the com- 
pany. The first one was dated July 
13, 1937 (19 P.U.R.(N.S.) 474), but 
on account of a decision on July 15, 
1937, of the superior court of Penn- 
sylvania in the case of Pennsylvania 
Power & Light Co. v. Public Service 
Commission, — Pa. Super. Ct. —, 19 
P.U.R.(N.S.) 433, 193 Atl. 427, that 
order was rescinded, is no longer in 
this case, and the one of July 27, 1937, 
was substituted. 

The investigation to determine the 
reasonableness of the rates charged by 
the complainant was instituted on Jan- 
uary 27, 1936, by the Pennsylvania 
Public Service Commission, predeces- 
sor of the respondent Commission. 
Many hearings were held by it; nearly 
a thousand pages of testimony were 
taken and volumes of exhibits were 
admitted in evidence. The case was 
closed on June 23, 1937. 


The first order of July 13, 1937, 


supra, reduced the gross operating 
revenue of the complainant company 
$435,000 a year. The second order 
of July 27, 1937, likewise reduced the 
annual gross operating revenue of the 
complainant by $435,000. 

The order of the Commission was 
made pursuant to § 310 (a) and (e) 
of the Pennsylvania act of June 1, 
1937. These subsections provide as 
follows : 

“Section 310—Temporary Rates. 
(a) The Commission may in any pro- 
ceeding involving the rates of a pub- 
lic utility brought either upon its own 
motion or upon complaint after rea- 
sonable notice and hearing, if it be of 
opinion that the public interest so re- 
quires, immediately fix, determine, and 
prescribe temporary rates to be 
charged by such public utility pending 
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the final determination of such rate 
proceeding. Such temporary rates so 
fixed, determined, and prescribed shall 
be sufficient to provide a return of not 
less than 5 per centum upon the origi- 
nal cost less accrued depreciation of 
the physical property (when first de- 
voted to public use) of such public 
utility used and useful in the public 
service and if the duly verified reports 
of such public utility to the Commis- 
sion do not show such original cost 
less accrued depreciation of such prop- 
erty the Commission may estimate 
such cost less depreciation and fix, de- 
termine, and prescribe rates as herein- 
before provided.” 

“(e) Temporary rates so fixed, de- 
termined, and prescribed under this 
section shall be effective until the fi- 
nal determination of the rate proceed- 
ing unless terminated sooner by the 
Commission. In every proceeding in 
which temporary rates are fixed, de- 
termined, and prescribed under this 
section the Commission shall consider 
the effect of such rates in fixing, de- 
termining, and prescribing rates to be 
thereafter demanded or received by 
such public utility on final determina- 
tion of the rate proceeding. If upon 
final disposition of the issues involved 
in such proceeding the rates as finally 
determined are in excess of the rates 
prescribed in such temporary order 
then such public utility shall be per- 
mitted to amortize and recover by 
means of a temporary increase over 
and above the rates finally determined, 
such sum as shall represent the differ- 
ence between the gross income ob- 
tained from the rates prescribed in 
such temporary order and the gross 
income which would have been ob- 
tained under the rates finally deter- 


20 P.U.R.(N.S.) 
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mined if applied during the period 
such temporary order was in effect.” 
The complainant contends that 
these subsections violate the provisions 
of the Fourteenth Amendment to the 
Constitution of the United States. 
But assuming these subsections to 
be constitutional, complainant says 
that the order made pursuant to them 
is unconstitutional in that it is confis- 
catory because it “fixes, determines, 
and prescribes” rates which do not 
yield a fair return on the fair value 
of its property devoted to public use. 
It should be stated at the outset that 
this court is not a rate-making body. 
The function of fixing the rates of a 
public utility ultimately rests with the 
commonwealth. It has the right to 


control private corporations, whose 
business, necessarily monopolistic in 
character, is affected with a public in- 
terest. That control, where the fixing 


of rates is involved, is exercised 
through one of its agencies, the Pub- 
lic Utility Commission. In exercising 
this control, the rights of both the pub- 
lic and the corporation must be con- 
sidered. The company is entitled to 
a fair return on a fair value of its 
property devoted to public use. It can- 
not be so high as to exceed the value 
of the service to the consumer and 
cannot be so low as to confiscate the 
property devoted to that service. Pub- 
lic Service R. Co. v. Public Utility 
Comrs. 276 Fed. 979, 984, P.U.R. 
1921E, 632. In other words the com- 
pany is entitled to ask a fair return 
upon the value of that which it em- 
ploys for the public convenience, and 
the public is entitled to demand that 
no more be exacted from it than the 
services rendered are 
worth. . Neither is entitled to any- 
20 P.U.R.(N.S.) 


reasonably , 


thing more. Smyth v. Ames (1898) 
169 U. S. 466, 547, 42 L. ed. 819, 18 
S. Ct. 418; Philadelphia City Passen- 
ger R. Co. v. Public Service Commis- 
sion, 271 Pa. 39, P.U.R.1921E, 581, 
114 Atl. 642, 648. 

We are concerned here solely with 
the allowance or disallowance of a 
preliminary injunction, and the deter- 
mination of that question depends up- 
on whether or not the rates prescribed 
are confiscatory. Considered from 
one rate base they may be fair and 
reasonable, and considered from an- 
other, they may not be. The com- 
plainant being entitled to a fair return 
on the fair value of all its property 
used in the service of the public, the 
question arises as to what property 
constituted the “basis’’ to which the 
Commission applied a temporary rate 
of 6 per centum. 

Section 310 (a) of the act provided 
as to temporary rates that: “Such 
temporary rates so fixed, determined, 
and prescribed shall be sufficient to 
provide a return of not less than 5 per 
centum upon the original cost less ac- 
crued depreciation of the physical 
property (when first devoted to pub- 
lic use) of such public utility used 
and useful in the public service.” 

[1-3] It was the duty of the Com- 
mission to make such findings or to 
furnish such facts as would inform 
the court on a review as to whether or 
not those who had been affected by its 
determination had been deprived of 
their legal or constitutional rights. In 
the case of Pennsylvania Power & 
Light Co. v. Public Service Commis- 
sion, supra, at p. 448 of 19 P.ULR. 
(N.S.), the court said: 

“This is but a recognition of a fun- 
damental principle that where the leg- 
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islature delegates powers to an extra- 
judicial tribunal appointed to deter- 
mine property values or rights and 
the tribunal acts in such matters, it 
must make such findings that on a 
review by the court it is possible to 
determine whether one affected by 
such determination has been deprived 
of legal rights.” 

In the case of Ohio Bell Teleph. Co. 
y. Ohio Pub. Utilities Commission 
(1937) 301 U. S. 292, 300, 81 L. ed. 
1093, 18 P.U.R.(N.S.) 305, 310, 
312, 57 S. Ct. 724, the court laid 
down the law as follows: 

“The fundamentals of a trial were 
denied to the appellant when rates pre- 
viously collected were ordered to be 
refunded upon the strength of eviden- 
tial facts not spread upon the record. 


“Upon the strength of these un- 
known documents refunds have been 
ordered for sums mounting into mil- 
lions, the Commission reporting its 
conclusion, but not the underlying 
proofs. The putative debtor does not 
know the proofs today. This is not 
the fair hearing essential to due proc- 
ess. It is condemnation without trial. 

“From the standpoint of due proc- 
ess—the protection of the individual 
against arbitrary action—a deeper vice 
is this, that even now we do not know 
the particular or evidential facts of 
which the Commission took judicial 
notice and on which it rested its con- 
dusion. Not only are the facts un- 
known; there is no way to find them 
out. 

“To put the problem more concrete- 
ly; how was it possible for the appel- 
late court to review the law and the 
facts and intelligently decide that the 
findings of the Commission were sup- 
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ported by the evidence when the evi- 
dence that it approved was unknown 
and unknowable?” 

In the case of United R. & Electric 
Co. v. West, 280 -U. S. 234, 250, 74 
L. ed. 390, P.U.R.1930A, 225, 228, 
50 S. Ct. 123, the court said: 

“What annual rate will constitute 
just compensation depends upon many 
circumstances and must be determined 
by the exercise of a fair and enlight- 
ened judgment, having regard to all 
relevant facts.”’ 

The same court in the case of Smyth 
v. Ames, supra, at p. 546 of 169 U. 
S., many years ago stated some of the 
“relevant facts’ which must be con- 
sidered in fixing a rate: 

“And in order to ascertain that val- 
ue, the original cost of construction, 
the amount expended in permanent 
improvements, the amount and market 
value of its bonds and stock, the pres- 
ent as compared with the original cost 
of construction, the probable earning 
capacity of the property under particu- 
lar rates prescribed by statute, and the 
sum required to meet operating ex- 
penses, are all matters for considera- 
tion, and are to be given such weight 
as may be just and right in each case.” 

To these elements should be added 
“going concern value.” In Des Moines 
Gas Co. v. Des Moines, 238 U. S. 153, 
165, 59 L. ed. 1244, P.U.R.1915D, 
577, 584, 35 S. Ct. 811, the court, in 
speaking of this value, said: 

“This element of value is a proper- 
ty right, and should be considered in 
determining the value of the property, 
upon which the owner has a right to 
make a fair return when the same is 
privately owned although dedicated to 
public use. Included in going 
value as usually reckoned is the in- 
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vestment necessary to organizing and 
establishing the business which is not 
embraced in the value of its actual 
physical property.” 

The Commission, however, took a 
rate base as set forth in paragraph 10 
of its answer, of $5,900,000 which 
represents an allowance of $5,350,000 
for reproduction cost new less accrued 
depreciation, plus $150,000 for work- 
ing capital and $400,000 for going 
concern value. The operating revenue 
for 1936 was $2,020,044. From this 
the Commission deducted operating 
expenses of $880,400, retirement ex- 
penses of $120,422, and taxes of 
$218,000, leaving a net profit of 
$801,222. The Commission then on 
July 27, 1937, prescribed a temporary 
rate of 6.20 per cent which will yield 
a return of $366,222, and produce a 
reduction in the annual revenue of the 
complainant of about $435,000. 

But the Commission failed to deduct 
from the gross annual revenue $114,- 
355 of other expenses, taxes, payroll 
increases, pensions to employees, etc., 
which for the year 1936 would reduce 
the net return to $213,067. This rep- 
resents a rate of 3.61 per cent on the 
rate base of $5,900,000 used by the 
Commission, and for the year ended 
June 30, 1937, a return of $214,245, 
on a rate of 3.63 per cent. If other 
elements of capital value had been con- 
sidered by the Commission which un- 
der the rules laid down by the Su- 
preme Court it must do in fixing a 
rate base, both the return and rate 
would accordingly have been less. 
Such rates are clearly confiscatory. A 
rate of 7 per cent was allowed by the 
Pennsylvania Public Service Commis- 
sion in 1936. The complainant pro; 
duced substantial proof to show that 
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a reasonable rate for it is at least 7; 
per cent. 

Does the fact that the rates fixed 
are only temporary save the order 
from the inhibition of the Constity. 
tion? We think it does not and that 
this question is answered by the case 
of Prendergast v. New York Teleph, 
Co. 262 U. S. 43, 49, 67 L. ed. 853 
P.U.R.1923C, 719, 723, 43 S. Ct. 466, 
where the court said: 

“Nor did the fact that the orders 
of the Commission merely prescribed 
temporary rates to be effective until its 
final determination, deprive the com- 
pany of its right to relief at the hands 
of the court. The orders required the 
new reduced rates to be put into ef- 
fect on a given date. They were final 
legislative acts as to the period during 
which they should remain in effect 
pending the final determination; and 
if the rates prescribed were confisca- 
tory the company would be deprived 
of a reasonable return upon its prop- 
erty during such period, without rem- 
edy, unless their enforcement should 
be enjoined. Upon a showing that 
such reduced rates were confiscatory 
the company was entitled to have their 
enforcement enjoined pending the con- 
tinuance and completion of the rate- 
making process.” 

It has been argued that the recoup- 
ment provision of the Pennsylvania 
act avoids the infirmity in the New 
York act which the court pointed out 
in the Prendergast Case. This argu- 
ment in effect means that it is proper 
and legal to violate the Constitution if 
at some future time that violation may 
be corrected wholly or in part. In oth- 
er words, it is perfectly all right and 
permissible to take one’s money by 
force if by and by it may be partly re 
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turned to him. If that is so, how long 
may the Constitution be violated dur- 
ing which time the injured party is 
without remedy? May it be for a 
month, as provided in § 310 (c) or for 
atrial period of six months or a year 
as provided in § 310 (d) of the act? 
Such interpretation of the constitution- 
al requirement is unsound. 

Further, the provision for recoup- 
ment is not entirely effective. It does 
not provide for interest on the money, 
which the company loses during the 
trial period, while the final rates are 
being fixed, and if it did so require, 
considerable portions of the principal 
lost might never be recovered. The 
act provided that if the final rates are 
higher than the temporary rates, “then 
such public utility shall be permitted 
to amortize and recover by means of 
a temporary increase over and above 
the rates finally determined” the sum 
lost on account of the temporary rates. 
But if the consumer discontinues the 
service Or moves out of the territory, 
as doubtless in a shifting population 
will be frequently done, the utility in 
many cases will be absolutely without 
remedy, for § 305 of the act abolishes 
“deposits to secure future payments.” 

The Commission relies almost en- 
tirely upon the case of the Bronx Gas 
&E. Co. v. Maltbie (1936) 271 N. Y. 
364, 14 P.U.R.(N.S.) 337, 339, 3 N. 
E. (2d) 512, to escape the rule laid 
down in the Prendergast Case, supra. 
In the Bronx Gas Case the court said 
that “the sole question for this court 
to determine is whether the Public 
Service Commission can legally pro- 
vide a temporary rate for electric serv- 
ice, pending the determination of the 
final rate.” Of course, it can if it con- 
Siders those elements which the Su- 
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preme Court has always said are nec- 
essary in order to form a proper rate 
base and makes an order that is not 
confiscatory. The court further said 
that if this were done it would prevent 
the fixing of a temporary rate for it 
would be a final rate. This does not 
follow. The elements which the Su- 
preme Court in numerous cases has 
said must be considered in fixing a 
fair rate, need not be considered with 
the same care, particularity, and thor- 
oughness with which they must be con- 
sidered in fixing a final rate, but they 
must be considered to the extent that 
will enable the Commission to avoid 
fixing a confiscatory, temporary rate, 
for neither the Constitution nor the 
Supreme Court has made any excep- 
tion in fixing a confiscatory rate be- 
cause the rate is temporary. In the 
Bronx Gas Case, the New York court 
said that the Prendergast Case decid- 
ed several things, one of which was 
that, “the temporary rate must give a 
fair return upon all those elements of 
capital value which must be considered 
in fixing the final rate.”’ That is ex- 
actly what we understand the case to 
have decided and that required the 
Commission in the case at bar in fix- 
ing the temporary rate to consider the 
necessary elements of capital value oth- 
er than original cost less accrued de- 
preciation sufficiently to avoid fixing 
a confiscatory temporary rate. The 
decision in the Bronx Case in effect 
differs with the law declared in the 
Prendergast Case. 

In the case of Laclede Gas Light 
Co. v. Missouri Pub. Service Commis- 
sion (1934) 8 F. Supp. 806, 6 P.U.R. 
(N.S.) 10, 14, the court said: 

“Tt is earnestly urged by defendants 
and intervener that the Commission’s 
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order should be permitted to go into 
effect because it is intended only to 
be temporary. But, as we have point- 
ed out, the order itself is not so limit- 
ed. Moreover, the constitutional pro- 
hibition against the taking of property 
without due process of law contains no 
exception permitting a taking of some 
property or a taking during a limited 
period of time.” 

Speaking for myself alone, it seems 
to me that subsections 310 (a) and 
(e) of the act are unconstitutional be- 
cause they permit the Commission to 
fix and maintain rates as low as 5 per 
cent upon the original cost less ac- 
crued depreciation without considering 
other element of capital value which 
the Supreme Court has often said 
must be done in fixing a fair rate on 
a fair value of property used and use- 
ful in the public service. The test of 
the constitutionality of an act is not 
what a rate-making body does under 
it, but what it is permitted to do. 

Under § 310 (c) of the act the 
Commission is authorized to fix tem- 
porary rates “every month or at any 
other interval” and it may in this case 
at any time give attention to other ele- 
ments of capital value than original 
cost less depreciation and fix a legal 
rate. 

And now, to wit, October 15, 1937, 
the Pennsylvania Public Utility Com- 
mission is hereby enjoined and re- 
strained from in any manner enforc- 
ing or attempting to enforce its order 
of July 26, 1937, establishing the rates 
set forth therein. 


APPEARANCES: Walter Biddle 
Saul, Philadelphia, and Morgan S. 
Kaufman, Scranton, Attorneys for 
complainant ; Clarence W. Miles, Bal- 
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timore, Md., Travis, Brownback 
Paxson (Edward F. Huber and Brad. 
ford S. Magil), New York, and J, 
Harry LaBrum, Philadelphia, of coup. 
sel for complainant; John C. Kelly, 
Harrisburg, Samuel G. Miller, Harris. 
burg, and Edward Knuff, Harrisburg, 
Attorneys for respondents. 


Watson, D. J., concurring: [4] 
With the conclusion reached in the 
opinion of the court I am fully in ac. 
cord, but I do not agree with the rea- 
soning by which that conclusion is 
reached. In my opinion the Pennsyl- 
vania statute itself is not unconstitu- 
tional.* That a state statute permit- 
ting a regulatory Commission to fix 
temporary rates to be charged by a 
public utility is permissible so long as 
it does not result in confiscation has 
been recognized by the Supreme Court. 
Prendergast v. New York Teleph. Co. 
262 U. S. 43, 67 L. ed. 853, P.UR 
1923C, 719, 43 S. Ct. 466; Wisconsin 
Pub. Service Commission v. Wiscor- 
sin Teleph. Co. 289 U. S. 67, 77 L. ed. 
1036, P.U.R.1933C, 264, 53 S. Ct. 
514. I agree with the reasoning in 
Yonkers Electric Light & P. Co. v. 
Public Service Commission (1936) 
271 N. Y. 364, 14 P.U.R.(N.S.) 337, 
343, 3 N. E. (2d) 512, in which the 
court of appeals of New York found 
not to be unconstitutional the Public 


Service Law which contains similar 


provisions as to the fixing of tempo 
rary rates by the Public Service Com- 
mission of New York. In the Yonkers 
Electric Light & P. Co. Case the coutt 
said with reference to the Public Serv 
ice Law: 

“. . it meets the defects in prior 





*See ante, p. 354, for contrary view 0 
Davis, C. J., and post, p.-362, similar view 0 
Johnson, D. J. 
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procedure, and affords the company 
ample protection as well as the con- 
sumer. It is a fair attempt to meet 
the time element, which is necessary to 
be considered in rate-fixing hearings.” 

The remaining question is whether 
the order of the Commission dated 
July 27, 1937, violates the Fourteenth 
Amendment to the Constitution. 

The order of the Commission dated 
July 27, 1937, is the only order of the 
Commission before the court for con- 
sideration. A prior order and report 
dated July 13, 1937 (19 P.U.R.(N.S.) 
474) were rescinded. The order dated 
July 27, 1937, directs the complainant 
to file a tariff effecting a reduction of 
approximately $435,000 in its annual 
gross revenues by the establishment of 
certain rates set forth in the order, 
which tariff the Commission found to 
be reasonable and proper for the pur- 
pose of temporary rates and that is all. 
The Commission made its conclusion 
but did not find any basic facts. It 
made no findings whatever from 
which it is possible for the court to 
determine whether one affected by 
such determination has been deprived 
of legal rights. Unaided by findings 
this court is certainly not called upon 
to search the voluminous record to 
find a basis for the Commission’s or- 
der, which might not be the basis, if 
any, upon which the Commission re- 


In Pennsylvania Power & Light Co. 
. Public Service Commission (1937) 
Pa. Super. Ct. —, 19 P.U.R. 
(N.S.) 433, 448, 193 Atl. 427, the 
ourt said: 
“This is but a recognition of a fun- 
lamental principle that where the leg- 


udicial tribunal appointed to deter- 
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mine property values or rights and the 
tribunal acts in such matters, it must 
make such findings that on a review by 
the court it is possible to determine 
whether one affected by such determi- 
nation has been deprived of legal 
rights.” 

In Ohio Bell Teleph. Co. v. Ohio 
Pub. Utilities Commission (1937) 
301 U. S. 292, 81 L. ed. 1093, 18 
P.U.R.(N.S.) 305, 310, 57 S. Ct. 
724, Mr. Justice Cardozo, in the opin- 
ion of the court, said: 

“The fundamentals of a trial were 
denied to the appellant when rates pre- 
viously collected were ordered to be 
refunded upon the strength of eviden- 
tial facts not spread upon the record. 


“Upon the strength of these un- 
known documents refunds have been 
ordered for sums mounting into mil- 
lions, the Commission reporting its 
conclusion, but not the underlying 
proofs. The putative debtor does not 
know the proofs today. This is not 
the fair hearing essential to due proc- 
ess. It is condemnation without trial. 

“From the standpoint of due proc- 
ess—the protection of the individual 
against arbitrary action—a deeper vice 
is this, that even now we do not know 
the particular or evidential facts of 
which the Commission took judicial 
notice and on which it rested its con- 
clusion. Not only are the facts un- 
known; there is no way to find them 
out.” 

Clearly it was the duty of the Com- 
mission to make findings of fact as to 
the basis upon which the rate reduc- 
tion was ordered and not having done 
so its action was arbitrary and violates 
the due process clause of the Four- 
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teenth Amendment of the Federal 
Constitution. 

In fixing temporary rates the Com- 
mission should, in my opinion, con- 
sider those elements which the Su- 
preme Court has said must be consid- 
ered in fixing a fair rate. Smyth v. 
Ames (1898) 169 U. S. 466, 546, 42 
L. ed. 819, 18 S. Ct. 418; Des Moines 
Gas Co. v. Des Moines, 238 U. S. 
153, 165, 59 L. ed. 1244, P.U.LR. 
1915D, 577, 35 S. Ct. 811. These 
need not be considered with the same 
care, particularity, and thoroughness 
with which they must be considered in 
fixing final rates but they must be 
considered to such an extent that con- 
fiscatory temporary rates will be 
avoided. In most cases and certainly 
in this case such a requirement will 
not place any extra burden upon the 
Commission and should not cause any 
unreasonable delay. 

I express no opinion as to whether 
the rates set forth in the order of July 
27, 1937, might be shown to be rea- 
sonable and proper but, in my opinion, 
as the record now stands the only 
course open to this court is to enter a 
decree enjoining the Pennsylvania 
Public Utility Commission from en- 
forcing its order of July 27, 1937. 


Jounson, D. J., dissenting: This 
is a suit in equity to restrain the Penn- 
sylvania Public Utility Commission 
from enforcing an order made by it 
pursuant to § 310 of the Pennsylvania 
Public Utility Law of 1937, fixing 
temporary rates for electricity on the 
grounds that the statute on which the 
temporary rates are based is unconsti- 
tutional, and that the order fixing the 
temporary rates is also unconstitution- 
al and invalid. 
20 P.U.R.(N.S.) 


On January 27, 1936, the Pennsyl. 
vania Public Service Commission, 
predecessor of respondents, instituted 
on its own motion an investigation for 
the purpose of determining the reason. 
ableness of rates charged and to bk 
charged by the complainant for elec. 
tric service. Numerous hearings were 
held by the Public Service Commission 
and later by respondents. Voluminous 
testimony and exhibits were introduced 
and the hearings were concluded on 
June 23, 1937. Nothing remains to 
be done except final argument and the 
determining of final rates by the Pub- 
lic Utility Commission, after consid. 
eration of the record. 

At the conclusion of the final rate 
hearings before the Public Utility 
Commission, a hearing was held by 
it to determine whether temporary 
rates should be prescribed. The en- 
tire record of the permanent rate pro- 
ceedings was incorporated as part oi 
the temporary rate proceedings. On 
July 13, 1937 (19 P.U.R.(NS) 
474) the Public Utility Commission 
ordered the complainant to put into 
effect temporary rates for electricity, 
pending a determination of final rates, 
which would effect a reduction of ap- 
proximately $435,000 in its annual 
gross operating revenue. The Public 
Utility Commission found from 4 
study of the record evidence that a 
proper basis for the prescription of 
temporary rates is $5,250,000 and for 
the purpose of determining temporary 
rates applied a rate of 6 per centum, 
thereby allowing $315,000 for return, 
It was stated that on the basis of the 
allowance, the arithmetical differenct 
between the allowance and actual gros) 
revenue during the year ended Decem 
ber 31, 1936, was $524,000, but the 
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actual reduction ordered was only 
$435,000. Pursuant to an opinion of 
the superior court of Pennsylvania in 
Pennsylvania Power & Light Co. v. 
Public Service Commission (1937) 
— Pa. Super. Ct. — 19 P.U.R.(N.S.) 
433, 193 Atl. 427, the Public Utility 
Commission made a second order on 
July 27, 1937, rescinding the first or- 
der but requiring the same rate re- 
duction and fixing a schedule of tem- 
porary rates. 

Due to the pendency of the proceed- 
ing before the court, the Public Util- 
ity Commission has extended the ef- 
fective date of the temporary rate or- 
der to October 15, 1937. 

The contentions of the complainant 
are that § 310 of the Public Utility 
Law, under which the temporary rate 
order was made, is contrary to the 
Fourteenth Amendment to the Consti- 
tution of the United States of Ameri- 
ca and that the order also violates the 
Fourteenth Amendment by confiscat- 
ing the property of complainant. 

Two questions arise here, first, the 
constitutionality of § 310, and second- 
ly, the validity of the order of July 
27, 1937, fixing the temporary rates. 

Section 310 provides: ‘“(a) The 
Commission may in any proceeding in- 
volving the rates of a public utility 
brought either upon its own motion or 
upon complaint after reasonable no- 
tice and hearing if it be of opinion that 
the public interest so requires immedi- 
ately fix, determine, and prescribe 
temporary rates to be charged by such 
public utility pending the final deter- 
mination of such rate proceeding. 
Such temporary rates so fixed, deter- 
mined, and prescribed shall be suffi- 
cient to provide a return of not less 
than 5 per centum upon the original 
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cost less accrued depreciation of the 
physical property (when first devoted 
to public use) of such public utility 
used and useful in the public service 
and if the duly verified reports of such 
public utility to the Commission do not 
show such original cost less accrued 
depreciation of such property the 
Commission may estimate such cost 
less depreciation and fix, determine, 
and prescribe rates as hereinbefore 
provided. 

“(b) If any public utility does not 
have continuing property records kept 
in the manner prescribed by the Com- 
mission under the provisions of § 502 
of this act then the Commission 
after reasonable notice and hearing 
may establish temporary rates which 
shall be sufficient to provide a return 
of not less than an amount equal to 
the operating income for the year end- 
ing December 31, 1935, or such other 
subsequent year as the Commission 
may deem proper to be determined on 
the basis of data appearing in the an- 
nual report of such public utility to 
the Commission for the year 1935 or 
such other subsequent year as the 
Commission may deem proper plus or 
minus such return as the Commission 
may prescribe from time to time upon 
such net changes of the physical prop- 
erty as are reported to and approved 
for rate-making purposes by the Com- 
mission. In determining the net 
changes of the physical property the 
Commission may in its discretion de- 
duct from gross additions to such 
physical property the amount charged 
to operating expenses for depreciation 
or in lieu thereof it may determine 
such net changes by deducting retire- 
ments from the gross additions; pro- 
vided that the Commission in the an- 
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nual report data as may in the judg- 
ment of the Commission be necessary 
and proper. 

“(c) The Commission may in the 
manner hereinbefore set forth fix, de- 
termine, and prescribe temporary rates 
every month or at any other interval 
if it be of opinion that the public in- 
terest so requires and the existence of 
proceedings begun for the purpose of 
establishing final rates shall not pre- 
vent the Commission from changing 
every month or at any other interval 
such temporary rates as it has previ- 
ously fixed, determined, and pre- 
scribed. 

“(d) Whenever the Commission 
upon examination of any annual or 
other report or of any papers, records, 
books, or documents or of the prop- 
erty of any public utility shall be of 
opinion that any rates of such public 
utility are producing a return in excess 
of a fair return upon the fair value of 
the property of such public utility used 
and useful in its public service the 
Commission may by order prescribe 
for a trial period of at least six months 
which trial period may be extended 
for one additional period of six months 
such temporary rates to be observed 
by such public utility as in the opinion 
of the Commission will produce a fair 
return upon such fair value and the 
rates so prescribed shall become effec- 
tive upon the date specified in the or- 
der of the Commission. Such rates 
so prescribed shall become permanent 
at the end of such trial period or ex- 
tension thereof unless at any time dur- 
ing such trial period or extension there- 
of the public utility involved shall 
complain to the Commission that the 
rates so prescribed are unjust or un- 
reasonable. Upon such complaint the 
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Commission after hearing shall deter. 
mine the issues involved and pending 
final determination the rates so pre. 
scribed shall remain in effect. 

“(e) Temporary rates so fixed, de. 
termined, and prescribed under this 
section shall be effective until the final 
determination of the rate proceeding 
unless terminated sooner by the Con- 
mission. In every proceeding in which 
temporary rates are fixed, determined, 
and prescribed under this section the 
Commission shall consider the effect 
of such rates in fixing, determining, 
and prescribing rates to be thereafter 
demanded or received by such public 
utility on final determination of the 
rate proceeding. If upon final dispo- 
sition of the issues involved in such 
proceeding the rates as finally deter- 
mined are in excess of the rates pre. 
scribed in such temporary order then 
such public utility shall be permitted 
to amortize and recover by means of 
a temporary increase over and above 
the rates finally determined such sum 
as shall represent the difference be- 
tween the gross income obtained from 
the rates prescribed in such temporary 
order and the gross income which 
would have been obtained under the 
rates finally determined if applied dur- 
ing the period such temporary order 
was in effect.” 

The above provisions of the Penn- 
sylvania statute follow closely the tem- 
porary rate provisions of the recent 
New York state law. The New York 
act “authorizes,” while the Pennsyl- 
vania act “requires” the Commission 
to consider the effect of the temporary 
rates in fixing the permanent rates. 

The question of the constitutional 
ity of the temporary rate provisions of 
the New York statute was before the 
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court of appeals of New York in the 
cases of Bronx Gas & E. Co. v. Malt- 
bie, and Yonkers Electric Light & P. 
Co. v. Maltbie. That court, in the 
opinion filed July 8, 1936, 271 N. Y. 
364, 14 P.U.R.(N.S.) 337, 3 N. E. 
(2d) 512, held that the statute met all 
the requirements of the Constitution. 
The reasoning and conclusion in that 
case applies equally to the case now 
before this court. 

Prior to the enactment of the stat- 
ute considered in Bronx Gas & Elec- 
tric Co. v. Maltbie, the validity of tem- 
porary rates under a previous New 
York statute was before the Supreme 
Court of the United States in Prender- 
gast v. New York Teleph. Co. 262 U. 
S. 43, 67 L. ed. 853, P.U.R.1923C, 
719, 43 S. Ct. 466. Those temporary 
rates were put into effect until final 
rates were fixed, but there was no pro- 
vision for recoupment in case the tem- 
porary rates were too low. The Su- 
preme Court accordingly held that the 
temporary rates, so long as they were 
in effect, were in reality final rates, and 
if they were confiscatory, the utility 
company would be deprived of a rea- 
sonable return upon its property dur- 
ing such period. Accordingly, so long 
as a temporary rate provided no means 
for recoupment, the temporary rate 
must satisfy the same requirements as 
a final rate, and must give a fair re- 
turn upon all elements of capital value 
which must be considered in making 
a final rate. The purpose of a tempo- 
rary rate is to force a public utility to 
give the consumers the benefit of rea- 
sonable rates pending the proceedings 
to fix a final rate. These rate pro- 
ceedings often last for years, and 
meanwhile, if no temporary rates are 
fixed, the public is often required to 
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pay unreasonable rates and the utili- 
ties are meanwhile permitted to make 
unreasonable profits. In making tem- 
porary rates where recoupment is pro- 
vided for it may not be necessary for 
the Commission to consider all the ele- 
ments of fair value which must be 
considered in establishing final rates, 
but it must consider all the elements 
required by the statute and such ele- 
ments as will provide a fair return so 
as to avoid confiscation. Such ele- 
ments of fair value as are considered 
in making temporary rates should be 
stated in the order fixing temporary 
rates. 

It was the evident purpose of the 
Pennsylvania legislature, in passing 
this act, to meet the criticism of the 
Prendergast Case, and to remove the 
burden placed upon the consuming 
public. The act provides that the tem- 
porary rate shall provide a return of 
not less than 5 per centum upon the 
original cost, less accrued depreciation, 
of the physical property of the public 
utility, used and useful in the public 
service. The Public Utility Commis- 
sion may fix a temporary rate above 
the 5 per centum limitation, if the facts 
warrant; but they cannot go below 5 
per centum even though a reasonable 
rate might be less than 5 per centum. 
This 5 per centum rate is not the stand- 
ard set for the Public Utility Commis- 
sion; it is the lowest limit which may 
be fixed. It is thus a safeguard for 
the benefit of the utility. While the 
method of fixing a temporary rate does 
not provide for all the elements of fair 
value that are necessary to be consid- 
ered in fixing a final rate, it provides 
for one of the important elements. 
The result can be speedily attained and 
20 P.U.R.(N.S.) 
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is not altogether based upon opinion 
and speculation. 

The act requires the Public Utility 
Commission, in fixing the final rates, 
to consider the experience of the tem- 
porary rates, and if the final rates are 
in excess of the temporary rates, the 
public utility is permitted to recover 
the difference by temporary rate in- 
creases. If any temporary loss is suf- 
fered, the difference is made up to the 
utility in the final rates, and thus fair 
rates are secured, confiscation avoided, 
and the constitutional requirement 
met. This remedy of the utility 
against the consumers is no different 
than the remedy given to the consum- 
ers against the utility. If the one meets 
the constitutional requirements, so does 
the other. As was said in the case of 
Bronx Gas & E. Co. v. Maltbie, supra, 
at p. 342 of 14 P.U.R.(N.S.): “If 
the courts required the public utility 
company to put up a bond to pay back 
to the consumers the overcharges 
which it had exacted, pending a hear- 
ing, why was it not just as feasible 
and legal to turn the remedy about and 
provide that the consumers or the pub- 
lic should make good to the company 
the loss which it may have sustained 
in temporarily exacting too little? 
This is what our legislature has done, 
and this we think is the meaning 
which we must give to its language, 
if it is to have any sense at all in the 
light of the past.” The court of ap- 
peals further said: “True it is that 
all the consumers paying the final rate, 
including the take-up, may not be the 
same as those who paid the temporary 
rate. A few consumers may be new 
customers paying what the old con- 
sumer should have paid. Such in- 
stances are of minor importance; the 
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percentage must be very small. We 
can never work our institutions of gov- 
ernment if we refine matters to such 
an extent that we have to consider all 
these. little details. The Constitution 
expresses fundamental principles, and 
if in the main these have been observed 
this is all that can be required. Be- 
sides, when we speak of the consum- 
er—the customer—we mean the pub- 
lic, not individuals. San Diego Land 
& Town Co. v. Jasper (1903) 189 U. 
S. 439, 47 L. ed. 892, 23 S. Ct. 571.” 

The court of appeals of New York 
finally concluded: “We therefore are 
of the opinion that this law is not un- 
constitutional; that it meets the de- 
fects in prior procedure, and affords 
the company ample protection as well 
as the consumer. It is a fair attempt 
to meet the time element, which is nec- 
essary to be considered in rate-fixing 
hearings.” 

I agree with the reasons and con- 
clusions of the New York state court 
of appeals and I am of the opinion 
that the temporary rate provisions of 
the Pennsylvania Public Utility Law 
are constitutional and afford ample 
protection to the complainant. 

Secondly, the validity of the order 
of July 27, 1937, fixing the temporary 
rates. The order does not state any 
element of fair value on which the 
temporary rates were fixed. A review- 
ing court is therefore unable to deter- 
mine from the order whether any ele- 
ments and if any what elements of fair 
value were considered as required by 
the statute. Since the order of July 
13, 1937 (19 P.U.R.(N.S.) 474), 
was rescinded, it is therefore of no ef- 
fect and cannot now be considered by 
this court. I do not concur in grant- 
ing a permanent injunction but I 
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would stay the collection of temporary to state in its order of July 27, 1937, 
rates for a period of fifteen days to the elements of fair value on which 
afford the Commission an opportunity the temporary rates were based. 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Potomac Electric Power Company 


[Order No. 1627, Formal Case No. 273.] 


Discrimination, § 202 — Electric installations — Burden of cost. 
1. A rule providing that an electric company will extend service at its own 
expense up to and including the service control switch to give service to 
kitchens containing an electric range and an electric refrigerator in indi- 
vidual dwellings or throughout an apartment building would be unduly 
discriminatory in both form and substance, p. 367. 

Service, § 286 — Electric installations — Classification. 


2. A rule that an electric company will extend at its own expense the serv- 
ice up to and including the service control switch to give service to kitchens 
containing an electric range and an electric refrigerator in individual dwell- 
ings or throughout an apartment building effects a classification which is 
unreasonable, p. 367. 


Discrimination, § 206 — Concessions to classes — New customers. 
Discussion of discrimination in favor of new subscribers which would re- 
sult from service installations for electric kitchens at company expense, 
where the probable effect and benefit would be limited to new buildings, p. 


xv 


Discrimination, § 1 — Unlawfulness. 
Statement that the Commission recognizes that only unreasonable discrim- 
ination is unlawful, p. 369. 

Discrimination, § 1 — Effect of competition. 
Discussion of competition under proper conditions as affecting concessions 
which might otherwise be discriminatory, p. 369. 

Discrimination, § 39 — Rates — Classes. 
Statement that it is unlawful for a utility to exact, through rates from 
all users, amounts for the private use or benefit of a class, p. 370. 

[September 9, 1937.] 


—— for approval of rule covering cost of service 
installations for electric kitchens; rule disapproved. 
> 
By the Commission: [1,2] On Power Company (sometimes herein- 
April 26, 1937, the Potomac Electric after referred to as the “company”’) 
367 20 P.U.R.(N.S.) 
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filed with the Commission an appli- 
cation for approval of the following 
paragraph (sometimes hereinafter re- 
ferred to as the “proposed paragraph,” 
and sometimes as the “proposal” or 
“rule’) for insertion under the head- 
ing “General Information” in subsec- 
tion II, § 2, of Order No. 1566, “In 
the matter of Rates, Tolls, Charges, 
Rules, and Regulations of the Poto- 
mac Electric Power Company” : 

“Electric kitchen services — The 
company will extend, at its own ex- 
pense, the service up to and including 
the service control switch to give serv- 
ice to kitchens containing an electric 
range and an electric refrigerator in 
individual dwellings or throughout an 
apartment building.” 

The Commission set the matter 
down for public hearing on May 24, 
1937. At the hearing testimony was 
introduced by the company to support 
its application. Its president testified 
that electric utilities in other jurisdic- 
tions have gone and go further along 
this line than this company proposes 
under the paragraph; that the purpose 
of the proposal would be to facilitate 
the installation of electric kitchens and 
thereby to increase the utility business 
of the company ; and that the proposal 
if put into effect would make the serv- 
ice more available to the consumers 
and thereby benefit them, and would 
have a tendency to lower the rates and 
make the business more attractive for 
both the company and the consumers. 
He testified further that the service or 
proposal would not be justified if it 
were the intention to give the service 
to one group of customers and if it 
were not going to redound finally to 
the benefit of all customers through 
the greater use of the company’s lines 
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and the profitable increase in kilowatt 
hours sold. Interpreting the proposed 
paragraph or rule, he testified that it 
would apply to everybody “provided 
they put in an electric kitchen,” mean- 
ing an electric range and an electric 
refrigerator, that it would not apply 
unless both appliances were installed 
or until both were installed; that it 
would not apply to lighting ; and that 
it would mean a contribution by the 
company in cost of installation of elec- 
tric wiring and service connections of 
$50 to $55 per kitchen on the average, 
in addition to what the company would 
pay under rules heretofore approved 
by the Commission. He admitted that 
the company could not prove that the 
rule or its results would be profitable 
to the company, and stated that if it 
did not accomplish what it was de- 
signed to accomplish the company 
would be back again for a rule suff- 
cient to achieve the company’s pur- 
poses. It would be the company’s pur- 
pose to charge the cost of installations 
under the rule to capital, to retain ti- 
tle to the wires, switches, etc., and to 
include them in the rate base. 

The record discloses that while the 
rule in terms would apply to all, its 
probable effect and benefit would be 
limited to new buildings, “. . .  be- 
cause the expense . . for the 
wiring for the building already built 
would be very great »” and 
rr, another thing, when the own- 
er has invested his money in another 
form of kitchen, he is quite likely to 
wait until he needs some kind of re- 
placement; he is not going to tear it 
out and put in another if it is any- 
thing like new, or put in within a rea- 


sonable time.” 


It is a matter of general knowledge 
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that in the District of Columbia there 
are thousands of homes, apartments, 
and business places constructed for 
and equipped with gas ranges and fre- 
quently gas refrigerators, and that the 
expense of the piping and of the ap- 
pliances themselves makes it very im- 
probable that electric appliances would 
be substituted therefor. Furthermore, 
there are large numbers of establish- 
ments, stores, etc., which use electric- 
ity but do not require kitchen equip- 
ment. All of these and others would 
be called upon, under the proposal, to 
pay through rates for the company’s 
contributions made under the proposed 
rule, unless the electric kitchens would 
increase the kilowatt consumption suf- 
ficiently to bring about rate reductions 
large enough to offset the return on 
the additions to the rate base. But, 


as stated by the Oregon Commission : 
“The practice of granting conces- 


sions to new subscribers is not novel 
or untried, and while it might in some 
instances be the means of furnishing 
better service at less expense to all 
patrons of the utility, nevertheless the 
result of such a procedure is too un- 
certain and speculative.” Re Home 
Teleph. & Teleg. Co. P.U.R.1917F, 
260, 266. 

The act under which this Commis- 
sion functions and which it is charged 
with administering is specific in its 
provisions against unjust discrimina- 
tions, preferences, rebates, conces- 
sions, etc. (Public Utilities Act of 
1913, Paragraphs 38, 44, 81 and 83). 
It embodies the same general poli- 
cies and principles as the Elkins law 
amending the Interstate Commerce 
Act, and concerning which the follow- 
ing sentence, quoted from United 
States v. P. Koenig Coal Co. (1926) 


(24) 369 


270 U. S. 512, 519, 70 L. ed. 709, 46 
S. Ct. 392, is pertinent : 

“We have often declared that the 
purpose of Congress in the Elkins law 
was to cut up by the roots every form 
of discrimination, favoritism, and in- 
equality.” 

The Commission recognizes, of 
course, that only unreasonable dis- 
crimination is unlawful, and that rea- 
sonable competition under proper con- 
ditions is lawful and should be en- 
couraged. The decisions of Commis- 
sions and courts seem to indicate, 
however, that competition between 
utilities is permitted to be met or car- 
ried on through rates or class of serv- 
ice, open and available to all persons 
in the same circumstances, and not by 
devices or schemes having the effect 
directly or indirectly of accomplishing 
rebates or of granting bonuses or con- 
cessions. United States v. Union 
Stock Yard & Transit Co. (1912) 226 
U. S. 286, 57 L. ed. 226, 33 S. Ct. 83, 
particularly, Re Pfaelzers contract; 
Re Home Teleph. & Teleg. Co. P.U.R. 
1917F, 260; New York, N. H. & H. 
R. Co. v. Interstate Commerce Com- 
mission (1906) 200 U. S. 361, 391, 
50 L. ed. 515, 26 S. Ct. 272; United 
States v. P. Koenig Coal Co. supra; 
Sumner & May v. San Diego Home 
Teleph. Co. (Cal.) P.U.R.1917E, 
985. The decisions hold also that 
even where competition is carried on 
through reduced rates, it should at all 
times be made certain that those not 
within the reduced-rate class be not 
burdened with “the slightest addition- 
al cost or charge” due to the reduced 
rate. Modesto Irrig. Dist. v. Pacific 
Gas & E. Co. (Cal. 1931) P.U.R. 
1932B, 203, 208. A public utility is 
quasi public and exercises delegated or 
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granted state powers or functions. It, 
therefore, is controlled by principles 
similar to that stated by Gray, J., in 
Missouri P. R. Co. v. Nebraska ex 
rel. Board of Transportation (1896) 
164 U. S. 403, 417, 41 L. ed. 489, 17 
S. Ct. 130: 

“The taking by a state of the pri- 
vate property of one person or cor- 
poration, without the owner’s consent, 
for the private use of another, is not 
due process of law, and is a viola- 
tion of the 14th Article of Amend- 
ment of the Constitution of the United 
States.” 

By parity of reasoning, it is unlaw- 
ful for a utility to exact through rates 
from all users amounts for the pri- 
vate use or benefit of a class, which 
would be the result of the operation of 
the rule proposed by the company and 
the inclusion in the rate base of the 
cost of the property installed under the 
rule. 

There is another consideration: 
classification. May the company limit 
the class entitled to the contribution 
under the rule to those who install 
both electric ranges and electric re- 
frigerators? 

Is there a reasonable reason for such 
a classification? Should the company 
be permitted to provide and charge 
different rates as between its domestic 
customers using electricity for both 


range and refrigerator and those us- 
ing it only for range or refrigerator? 
Would not such classification as be- 
tween domestic consumers be unrea- 
sonably discriminatory? And if such 
discrimination cannot legally be ac- 
complished directly, can it be indirect- 
ly through bonuses or installation con- 
tributions or concessions? 

Moreover, aside from the strictly le- 
gal phases of the problem, there is in- 
volved the discretionary powers of the 
Commission. Certainly there is a field 
of discretion where certain acts and 
policies should be discountenanced 
even though technically they might be 
lawful. And the Commission believes 
after a study of the record in this case 
and of applicable law that on both legal 
and discretionary bases it should dis- 
approve the proposed paragraph or 
rule. 

The Commission finds: 

1. That the proposed paragraph 
would be unduly discriminatory in 
both form and substance. 

2. That the classification which the 
company would accomplish by the ap- 
plication of the paragraph if approved 
by the Commission would be unrea- 
sonable. 

It is ordered: 

Section 1. That the application of 
the Potomac Electric Power Company 
herein be and it is refused and denied. 





ARIZONA CORPORATION COMMISSION 


Re Taxi Operators in Tucson 


[Docket No. 7148-S-4806, Decision No. 9080.] 


Motor carriers, § 32 — Taximeters. 


Taxicab operators in a city recognized as a leading winter touring resort 
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RE TAXI OPERATORS IN TUCSON 


were required to install meters in all vehicles used in transportation of 
passengers for compensation, in order to make charges uniform and to 
protect the public against overcharges. 


[August 16, 1937.] 


F . ipaeninas for order requiring taxi operators to install 
meters; application granted. 


APPEARANCES: George R. Darnell, 
for Murrell Cab Company, Checker 
Yellow Cab Company, and Tanner 
Motor Tours, Ltd., applicants; Evo 
DeConcici, for Citizens Red Line 
Taxi Company, in opposition. 


By the Commission: On July 24, 
1937, there was filed with the Commis- 
sion by the Tanner Motor Tours, Ltd., 
the Murrell Cab Company, and Yel- 
lw Cab Company of Tucson, a peti- 
tion that the Commission issue an or- 
der requiring all taxi operators in Tuc- 
son and vicinity to install meters in 
vehicles used in this character of serv- 
ice. 

Pursuant to notice duly given the 
case came on for hearing at the Pio- 
ner hotel in Tucson at 10 a. M., 
August 6, 1937. 

Tucson is served by four taxi com- 
panies, the three applicants and the 
Citizens Red Line Taxi Company. 
Only the latter company appeared in 
opposition to the proposal. 

Representatives of the three peti- 
tioners testified that they have received 
many complaints from passengers 
against the present practice of deter- 
mining proper charges for taxi service. 
Some of these complaints allege over- 
charges and many of them were to the 
effect that different charges were 
made for precisely the same service. 
This testimony was ably supported by 
the testimony of the managers of the 
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Pioneer hotel, the Santa Rita hotel, 
the district freight and passenger 
agent of the Southern Pacific Rail- 
way, and the secretary of the Tucson 
Chamber of Commerce. All of these 
witnesses stated that, particularly dur- 
ing the winter season, they were 
brought in contact with the traveling 
public daily, and that the complaints 
against the service were numerous. 

The testimony adduced at the hear- 
ing established beyond doubt the fact 
that the movement to install meters 
was initiated by the manager of the 
opposing Citizens Red Line Taxi 
Company, within the past two or three 
months. He thereafter changed his 
mind, something that he had a perfect 
right to do and for which he cannot 
be criticized. It is, of course, appro- 
priate to inquire into and determine 
whether or not the objection is sound 
and should be permitted to defeat a 
movement which it appears everyone, 
including the objector, agrees is de- 
sirable. The objection was based sole- 
ly upon the cost of $200 per unit for 
the installation of the meters. The 
objector operates six vehicles which 
would involve an outlay of $1,200. It 
was shown, however, that the meters 
can be purchased on deferred payment 
plan which apparently would not be a 
burden upon the objector. 

Every operator, except the repre- 
sentative of the Red Line, stated that 
they had experienced trouble with 
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drivers relative to proper settlements 
covering receipts. It is so well known 
that that is always the universal expe- 
rience in the case of moneys handled 
where there is a lack of accurate ac- 
counting, that the truth of these as- 
sertions cannot be well questioned. 
We doubt not that the installation of 
meters by the Red Line will result in 
savings which will pay a satisfactory 
dividend on the financial outlay. 

It is obvious that the installation of 
meters by the operators engaged in 
taxi service in Tucson will result in 
uniform charges and that the public 
will receive protection against over- 
charges. We think this is especially 
desirable for the reason that Tucson is 
recognized as one of the leading win- 
ter tourist resorts of the nation and 
that during the tourist season thou- 
sands of visitors who are unfamiliar 


with distances and the proper charges 
for taxi service, throng to the city, 
They are entitled to the measure of 
protection which can be afforded them 
only through the installation of meters, 

The existing rates will not be 
changed as the result of the installa- 
tion of meters. 

From all the evidence before us, we 
are of the opinion and find that the 
application of the applicants is reason- 
able and that it should be granted. 

It is therefore ordered that effec- 
tive on or before September 25, 1937, 
all taxi operators in Tucson and vi- 
cinity, namely: Tanner Motor Tours, 
Ltd., Murrell Cab Company, Yellow 
Cab Company, and Citizens Red Line 
Taxi Company, shall install meters in 
all vehicles used in the transportation 
of passengers for compensation with- 
in that district. 





MINNESOTA RAILROAD AND WAREHOUSE COMMISSION 


Re Tri-State Telephone & Telegraph 
Company 


[M-2364. ] 


Rates, § 533 — Telephones — Directory charges — Special reference listing. 
A rate of 75 cents per month for special reference listings in telephone 
directories styled “If No Answer Call” was held to be unreasonable and 
not supported by the evidence, and a rate of 25 cents per month was held 
to be sufficient to reimburse the company for all costs to it in rendering 


this class of service. 


[July 16, 1937.] 


tad oeiweoniem on Commission's motion of rate for special 
reference listing in telephone directory styled “If No Answer 
Call” ; rate reduced. 
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By the Commission: This investi- 
gation was instituted on the motion of 
the Commission, through an order is- 
sued by the Commission on May 24, 
1937. That order required the Tri- 
State Telephone and Telegraph Com- 
pany to discontinue the charge of 75 
cents, per month net, for special ref- 
erence listings in the telephone direc- 
tory styled “If No Answer Call,” and 
substitute therefor the regular filed 
rate of $1.50 per annum, now in ef- 
fect for contemporaneous listings or 
show cause at public hearing in the 
office of the Commission, on the 17th 
day of June, A. D. 1937, why such or- 
der should not be complied with. 

Hearing was held at the above time 
and place, C. B. Randall appearing for 
the Tri-State Telephone and Tele- 
graph Company and Dr. Karl De- 
dolph appearing for himself. 


It appears from evidence submitted 
that the cost of rendering this special 
reference listing service is greater 
than that for the ordinary extra list- 
ing, due to the build up of traffic 
caused by the former. 

After due consideration of all mat- 
ters herein involved and being fully 
informed in the premises, it is found: 

1. That the rate of 75 cents per 
month now in effect by the Tri-State 
Telephone and Telegraph Company 
for special reference listings in its 
telephone directories styled “If No 
Answer Call” is unreasonable and not 
supported by the evidence. 

2. That a rate of twenty-five cents 
per month per listing would be suffi- 
cient to reimburse the telephone com- 
pany for all costs to it in rendering 
this class of service. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Telephone Company et al. 


(2-U-1121.] 


Accounting, § 32 — Purchase price — Nominal amount. 
A telephone company which acquires for $1 station equipment which has 
a real value should charge the value of the equipment to the account “Sta- 
tion Apparatus” and should credit to “Contributions to Telephone Plant,” 
the difference between the value thus charged and the price actually paid for 


the property. 


[September 15, 1937.] 


F age -seee for authority to purchase and to sell certain 
telephone exchange property; authorization granted and 
directions made as to accounting. 


By the Commission: 
of June 21, 1937, the 


Wisconsin 
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Under date 


Telephone Company and the Porter 
Telephone Company filed with the 
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Commission a joint application, the 
one to purchase and the other to sell 
certain telephone exchange property 
of the Porter Company in the town 
of Plover, Portage county. The peti- 
tion recites that the Porter Telephone 
Company owns, maintains, and oper- 
ates two roadway circuits and asso- 
ciated station equipment in the town 
of Plover, Portage county, serving 
twelve subscribers, connection being 
made with the exchange lines of the 
Wisconsin Company at or near Mc- 
Dill, an unincorporated community 
southeast of the city of Stevens Point. 

A hearing on the application was 
held before examiner W. A. Ander- 
son at Madison on July 16, 1937, at 
which V. W. Deist, district commer- 
cial agent, appeared for the Wisconsin 
Telephone Company. 

The Porter Telephone Company 
serves to the east and the northeast of 
McDill and its approximate 8 miles of 
line now serves twelve subscribers. It 
is the desire of the Porter Company, 
which is a mutual organization, to 
withdraw from the telephone business. 

By letter dated December 4, 1936, 
the twelve remaining subscribers have 
agreed to take service of the Wiscon- 
sin Company and to pay the gross 
monthly rate of $2.25, presently effec- 
tive. This rate, together with other 
exchange rates of the Wisconsin Com- 
pany, has been condemned as unrea- 
sonable by the Commission’s order of 
March 24, 1936 (13 P.U.R.(N.S.) 
224.) It has, however, continued as 
the legal rate of the company applica- 
ble to all rural subscribers under an 
order of the circuit court for Dane 
county, which provides for reparation 
to all ratepayers for whatever may be 
paid in excess of what ultimately shall 


20 P.U.R.(N.S.) 


be found to be a reasonable maximum, 
These subscribers will enjoy the same 
protection in this respect as other sub- 
scribers of the company. 

Under the terms of the sale agree- 
ment, the Wisconsin Company agrees 
to pay $1 for the property. The Por- 
ter Company agrees to remove its pole 
and wire line upon authorization for 
the sale, because it is conceded that 
the present pole and wire line of the 
Porter Company is of no value to the 
Wisconsin Company. 

The station equipment of the Por- 
ter Company is valued at $184 by the 
chief engineer of the Wisconsin Com- 
pany, who advises that it is in reason- 
ably good condition and can be con- 
tinued in use. Apparently the Porter 
subscribers are willing to sacrifice the 
$184 value in telephone instruments. 
Under the circumstances, the value of 
these instruments should be charged 
to Account 231—Station Apparatus— 
on the books of the Wisconsin Com- 
pany, and the difference between the 
value thus charged and the price actu- 
ally paid for the property should be 
credited to Account 175—Contribu- 
tions to Telephone Plant. 

The Commission finds that the sale 
by the Porter Company and the pur- 
chase by the Wisconsin Company is in 
the public interest and authority there- 
for should issue. 

It is, therefore, ordered that the 
Wisconsin Telephone Company be 
and hereby is authorized to purchase 
the lines and station equipment of the 
Porter Telephone Company in the 
town of Plover, Portage county, Wis- 
consin, for the sum of $1, and the 
Porter Telephone Company be and 
hereby is authorized to discontinue 
service on such lines. 
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It is further ordered that the Wis- credit to Account 175—Contributions 
consin Telephone Company charge to to Telephone Plant—the difference be- 
Account 231—Station Apparatus— tween the price paid and the value 
the value of the property acquired and thus charged. 
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People ex rel. Consolidated Water Company 
of Utica, New York 


Kins RB. Maldiie ox 4k 


(275 N. Y. 357, 9 N. E. (2d) 961.) 


Valuation, § 17 — Rate base — Guiding principles — Formulas. 
1. Value for rate making depends upon varying and often unstable factors 
and often must be determined by prophecy as to probable change of condi- 
tions; and it is not possible to formulate a rigid standard which may be 
mechanically applied in measuring values in all circumstances, but every 
factor which may reasonably affect the determination of value in a particular 
case must be given the weight which it deserves, p. 378. 


Valuation, § 405 — Binding effect of decisions. 
2. Earlier decisions on valuation for rate making may guide judgment in 
analogous cases, but they are not intended to constrain judgment under 
circumstances where reason points to other conclusions, p. 378. 


Appeal and review, § 33 — Scope of review — Commission decision — Question 
of fact. 
3. The determination of the Commission upon any question of fact is not 
open to review in the court of appeals, p. 379. 


Appeal and review, § 53 — Grounds for reversal — Commission decision. 
4. The court of appeals may reverse a decision or annul a determination 
by the Commission only for erroneous determination of a question of law, 
p. 379. 


Valuation, § 79 — Rate base — Reproduction cost — Depression prices. 
5. Cost of reproduction at current or spot prices is a factor to be considered 
in determining fair value for rate making even though such prices are low 
because of an unusual economic depression; and at times such cost of re- 
production is the dominant factor in fixing present values, and a value 
so fixed may be the starting point for prophecy of future values, p. 379. 
Appeal and review, § 52 — Commission decision — Burden of proof — Interven- 
ing events. 
6. The party who attacks the correctness of a Commission valuation deci- 
sion, on the ground that cost of reproduction based on prices prevailing 
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at the time of the hearing do not fairly reflect actual value in the light 
of subsequent events, must show that intervening events have destroyed 
po force of the opinion testimony upon which the decision is based, p. 
Valuation, § 24 — Rate base — Prediction as to future price trends. 
7. A determination of fair value for rate making must be based upon pre- 
diction and is not invalid if it is based upon prediction which is reasonable, 
although the opinion or prophecy of expert witnesses upon which the de- 
termination is based may later be proven wrong by events, since otherwise 
rates could never be fixed in advance, p. 379. 


Valuation, § 30 — Rate base — Reproduction costs — Historical value — Book 
value. 

8. A Commission does not err in giving preponderant weight to cost of 
reproduction less depreciation over historical value, cost to the utility, or 
book value, in determining fair value for rate making, where the company 
acquired assets of existing corporations in exchange for securities, where 
the original or historical cost of the property so acquired does not appear, 
where there is nothing to show that it had any relation to the amount of 
the purchase price in securities, and where the amount shown upon the 
books of the original companies was only a fraction of the new book value 
attached to the same assets after they were bought by the utility company, 
p. 381. 

Valuation, § 78 — Reproduction cost estimate — Substitute plant. 
9. An estimate of reproduction cost not based upon the use of exactly the 
same materials or methods used in the original construction is not un- 
reasonable when the estimate is the cost of reproduction of the company’s 
plant and property by the use of materials and methods which would 
produce a system substantially, if not exactly, similar, p. 381. 


Appeal and review, § 52 — Commission decision — Substitution of judgment of 
court — Valuation. 

10. The appellate division, in reviewing a Commission decision on fair 
value for rate making, may not substitute its own judgment of what is 
reasonable in place of the determination of the Commission, p. 381. 

Constitutional law, § 15 — Due process — Hearing — Commission decision. 
11. No Federal rights are denied by a Commission order unless there was 
such a want of hearing or such arbitrary or capricious action on the part 
of the Commission as to violate the due process clause of the Constitution, 
where the state has given to the Commission power to determine questions 
of fact by judicial inquiry to review in the courts, p. 381. 

Appeal and review, § 41 — Scope of review — Preponderance of evidence. 
12. The courts do not examine the question whether the evidence before 
the Commission preponderates for or against a conclusion except in the 
form of judicial review, p. 381. 

Return, § 25 — Reasonableness — Factors considered. 
13. The rate of return may vary as the return on the value of other in- 
vestments attended by corresponding risk and uncertainties varies, p. 382. 


Return, § 115 — Water utility. 
14. The court could not say that in 1933 a rate of return of 6 per cent 
was unreasonable in the case of a water utility, p. 382. 
[July 13, 1937.] 
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PEOPLE EX REL. CONSOL. WATER CO. OF UTICA, N. Y. v. MALTBIE 


5 eersa from order of Appellate Division of Supreme Court 

affirming determinations of the Public Service Commission 

in a water rate case; affirmed. For lower court decision, see 
245 App. Div. 866, 282 N. Y. Supp. 412. 


APPEARANCES: Thayer Burgess, 
of Utica, for appellant ;Gay H. Brown, 
of Utica, George E. McVay, of Hu- 
guenot Park, S. I., and Raymond J. 
McVeigh, of New York city, for re- 
spondent. 


LEHMAN, J.: The relator is a cor- 
poration which furnishes and distrib- 
utes water in the city of Utica and its 
vicinity. By Chap. 715 of the Laws 
of 1931 (§ 3), which added Art. 4—-B 
to the Public Service Law (Consol. 
Laws, Chap. 48 [§ 89-a et seq.]), the 
Public Service Commission was giv- 
en specified powers of supervision and 
control over such corporations. In 


July, 1931, pursuant to provisions in 
the statute, the water company filed 
with the Commission a schedule of 


rates for water service. The com- 
pany notified the mayor of the city of 
Utica that the rates in that schedule 
were not sufficient to afford a fair and 
reasonable return upon its property, 
but that it was willing to forego a 
higher rate sufficient to yield such re- 
turn until business conditions im- 
proved. The city of Utica did not ac- 
cede to the company’s claim that the 
proposed rates were insufficient to 
yield a reasonable return on the com- 
pany’s property. It promptly filed with 
the Commission a complaint against 
the rates in that schedule. Thereupon 
the company filed a schedule increas- 
ing its proposed charges. By stipula- 
tion the second schedule of rates was 
suspended until the determination of 


the proceedings based upon the com- 
plaint of the city and some of the sur- 
rounding villages. On June 28, 1933 
(3 P.U.R.(N.S.) 173) the Commis- 
sion made an order which directed 
that the company reduce the rates con- 
tained in its first schedule and which 
it had previously charged. An appli- 
cation of the company for a rehearing 
was denied. Then the company ob- 
tained an order of certiorari. The 
appellate division by a divided court 
confirmed the determination of the 
Commission. 

The Public Service Commission 
held hearings for more than a year in 
which the company and the city had 
full opportunity to present evidence in 
regard to every relevant factor in the 
proper determination of what rates 
would be reasonable and would be 
sufficient to yield a fair return 
on the company property. The last 
hearing was held on December 
23, 1932. The matter was _final- 
ly submitted to the Commission on 
March 1, 1933. Two of the Commis- 
sioners joined in a report in which 
they found that the “fair value of 
all of the property of the Consoli- 
dated Water Company of Utica, 
N. Y., used and useful in rendering 
water service to its consumers is $5,- 
850,000.” “That the company is en- 
titled to a return of 6 per cent upon 
such fair value,” and that “the com- 
pany should decrease its rates to ef- 
fect a reduction in its revenues of at 
least $120,000 per annum.” The two 
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Commissioners in their report set 
forth at length the evidence upon 
which they based these findings, and 
the weight which they gave to each 
factor which in their opinion should 
enter into a determination of value. 
Another Commissioner concurred in 
the report, and two other Commission- 
ers filed concurring opinions stating 
in effect that they reached the same re- 
sult but by different reasoning. The 
majority of the appellate division in 
confirming the determination stated in 
a per curiam opinion: “The princi- 
pal questions raised relate to the de- 
termination by the Commission of the 
value of relator’s property used and 
useful in the public service. This is 
a question of fact and there is ample 
evidence to sustain the determination 
below.” 245 App. Div. 866, 282 N. 


Y. Supp. 412, 413. 
Upon this appeal, 


the appellant 
maintains that the determination of 
the value of its property is arbitrary, 
based on erroneous methods, without 
competent evidence to support it, and 
is confiscatory; that the return of 6 
per cent allowed by the Commission 
is inadequate and unreasonable; that 
the order of the Commission to reduce 
its rates results in the confiscation of 
the company’s property; that the ap- 
pellant had an absolute right to a re- 
hearing for the purpose of showing 
that after the hearing there had been 
a marked rise in prices; that the ap- 
pellant had a right to have questions 
of fact relating to the issue of wheth- 
er the rate is confiscatory, determined 
by the appellate division, through the 
exercise of its independent judgment. 
The appellant urges that through these 
errors it has been deprived of its prop- 
erty in violation of the provisions of 
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the Constitution of the state (Art. 1, 
§ 6) and of the Fourteenth Amend- 
ment to the Constitution of the Unit- 
ed States. 

[1,2] The classic formula for the 
ascertainment of the fair value of 
property used by a corporation for the 
convenience of the public is stated in 
Smyth v. Ames (1898) 169 U. S. 466, 
546, 42 L. ed. 819, 849, 18 S. Ct. 418, 
434: “. . . in order to ascertain that 
value, the original cost of construction, 
the amount expended in permanent im- 
provements, the amount and market 
value of its bonds and stock, the pres- 
ent as compared with the original cost 
of construction, the probable earning 
capacity of the property under partic- 
ular rates prescribed by statute, and 
the sum required to meet operating ex- 
penses, are all matters for considera- 
tion, and are to be given such weight 
as may be just and right in each case. 
We do not say that there may not be 
other matters to be regarded in esti- 
mating the value of the property.” In 
subsequent cases in the same court the 
formula has been reconsidered at 
times, and even restated in somewhat 
different form. We do not pause to 
analyze these separate decisions and 
opinions. In one case some factor 
may be given a weight which has been 
denied to it in another case. There 
may be variation in emphasis in these 
cases and at times a difference of 
opinion among judges not only as to 
the relative weight to be given to par- 
ticular factors, but even as to whether 
a particular factor must in all circum- 
stances be given any weight. Never- 
theless, the guiding principle consist- 
ently followed in all cases is that value 
depends upon varying and often un- 
stable factors and often must be de- 
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termined by prophecy as to probable 
change of conditions. Consistently the 
court has rejected the possibility of 
formulating a rigid standard which 
may be mechanically applied in meas- 
uring values in all circumstances. Ev- 
ery factor which may reasonably af- 
fect the determination of value in a 
particular case must be given the 
weight which it deserves. Earlier de- 
cisions may guide judgment in anal- 
ogous cases; they are not intended to 
constrain judgment under circumstan- 
ces where reason points to other con- 
clusions. 

[8, 4] The Commissioners who 
held the hearing received all the evi- 
dence, thenavailable and offered, which 
upon any theory suggested by either 
side might be material and relevant 
upon the questions, which the Com- 
mission was called upon to decide. In 
the report they made, consideration 
was given to each factor which the 
Supreme Court, in any case, had said 
or implied might be an element of val- 
ue. To some of these factors, little if 
any weight was given and the deter- 
mination of value rests almost exclu- 
sively upon the testimony of witnesses 
called by the complainants or by the 
Commission. In regard to each mat- 
ter of substance the report contains 
an exhaustive statement of the rea- 
sons which influenced the choice of 
the Commissioners who joined in the 
report. The arguments of this appel- 
lant are not without force that the rea- 
sons given for the choice are not al- 
ways sound. As we have said, two of 
the Commissioners who joined in the 
decisions of the Commission did not 
concur in the reasons for the decision 
given in the report. Perhaps the 
judges of this court might, if they 
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were triers of fact, give greater weight 
to the testimony and the theories of 
the experts produced by the company 
than the Commission has given. In 
this court the determination of the 
Commission upon any question of fact 
is not open to review. We may re- 
verse a decision or annul a determi- 
nation only for erroneous determina- 
tion of a question of law, and after 
careful consideration of the appellant’s 
argument, we find no errors there. 
Upon every point where the determi- 
nation of the Commission is chal- 
lenged, we find that there is evidence 
to support the conclusion of the Com- 
mission and room for the exercise of 
choice. 

[5-7] In its determination of the 
value of the tangible property of the 
company, the Commission gave pre- 
ponderant effect to the estimate, made 
by a contractor, of the cost of replace- 
ment of the property at the time when 
the estimate was made, i. e., May, 
1932. The valuation is challenged on 
many grounds. We consider first the 
ground that the cost of reproduction 
based on prices prevailing in a period 
of unusual depression does not fairly 
reflect actual value. 

Current or “spot” prices fluctuate, 
and cost of reproduction based on such 
prices constitutes a variable measure 
of value. Cf. West v. Chesapeake & 
P. Teleph. Co. (1935) 295 U. S. 662, 
79 L. ed. 1640, 8 P.U.R.(N.S.) 433, 
55 S. Ct. 894; McCardle v. Indianapo- 
lis Water Co. (1926) 272 U. S. 400, 
71 L. ed. 316, P.U.R.1927A, 15, 47 
S. Ct. 144. In May and June, 1932, 
the fact could not be ignored that the 
country was suffering from the effect 
of a depression of unusual severity, 
and that there had been a precipitate 
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decline in prices. If the decline was 
only temporary, a valuation of prop- 
erty based upon the cost of reproduc- 
tion measured by such prices would 
furnish insecure ground for prediction 
of what rates would, probably, be suf- 
ficient to afford a reasonable return 
upon the “value” of the property in 
the future during the period when 
such rates would be in effect. Cf. 
Georgia R. & Power Co. v. Georgia 
R. Commission, 262 U. S. 625, 67 L. 
ed. 1144, P.U.R.1923D, 1, 43 S. Ct. 
680. Even so, the cost of reproduc- 
tion at current or spot prices is a fac- 
tor to be considered, and at times, in- 
deed, the dominant factor in fixing 
present values, and a value so fixed 
may be the starting point for prophecy 
of future values. McCardle v. Indi- 
anapolis Water Co. supra; Los An- 
geles Gas & E. Corp. v. California R. 
Commission, 289 U. S. 287, 77 L. ed. 
1180, P.U.R.1933C, 229, 53 S. Ct. 
637. Prophecy, though based on past 
experience, is uncertain, and the prob- 
able trend of prices is a matter upon 
which the opinion of qualified students 
of economics and economic history 
may properly be asked. 

In this case two university profes- 
sors testified that in their opinion the 
trend of prices was definitely down- 
ward and in spite of temporary fluctu- 
ations would continue downward 
thereafter. Based upon that testimony, 
the Commission found that the cost 
of reproduction based upon the spot 
or current prices of May, 1932, con- 
stituted in the circumstances of the 
case a fair criterion of value. There 
can hardly be serious doubt that the 
Commission could reasonably have ac- 
cepted the opinion of these witnesses 
at the time it was given. Its decision 
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was, however, rendered a year there- 
after. The trend of prices during that 
period was a matter of economic his- 
tory, not of prophecy. The question 
presented is whether the Commission 
could then fix rates intended to con- 
tinue in the future, based upon an 
opinion or prophecy given a year be- 
fore. 

If the opinion or prophecy of the 
expert witnesses given in May, 1932, 
was proven wrong by events occur- 
ring during the interval, the Commis- 
sion could, of course, not base any 
finding upon the discredited opinion. 
If the Commission was bound to take 
judicial notice of such events, its deci- 
sion must be based upon them rather 
than upon the discredited prophecy. If 
proof of such events was necessary, it 
might be offered by a party who chal- 
lenged the opinion. In any case the 
party who attacks the correctness of 
the decision must show that interven- 
ing events have destroyed the force of 
the opinion testimony upon which the 
decision is based. 

We know now that in the interval 
of a year between June, 1932, and 
June, 1933, a continuous rise in prices 
began. The opinion of the expert wit- 
nesses that the trend of prices was 
downward and the prophecy of the 
Commission based thereon were, we 
now know, mistaken. The Commis- 
sion was bound to determine the pres- 
ent value of the company’s property 
“to make possible an ‘intelligent fore- 
cast of probable future values’ in or- 
der that the validity of rates for the 
future may be determined.” Los 
Angeles Gas & E. Corp. v. California 
R. Commission, supra, at p. 244 of 
P.U.R. 1933C. The Commission in 
determining the rates for the future 
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could act only upon data known at 
that time. The determination must 
be based upon prediction and is not 
invalid if it is based upon prediction 
which is reasonable. Otherwise rates 
could never be fixed in advance. In 
reviewing the determination, the court 
can ordinarily consider only whether 
the Commission acted reasonably and 
in accordance with the evidence avail- 
able at that time. The problem then 
is whether the facts which the Com- 
mission knew or which the company 
offered in June, 1933, conclusively 
prove that the valuation of the com- 
pany was erroneous. 

[8] The appellant further main- 
tains that the Commission acted er- 
roneously as matter of law in failing 
to give more weight to its proof of the 
book value of the property. The book 
value of the property in this case is 
the cost of the property to the appel- 
lant. New York Edison Co. v. Malt- 
bie (1936) 271 N. Y. 103, 15 P.U.R. 
(N.S.) 143, 2 N. E. (2d) 277; Peo- 
ple ex rel. Iroquois Gas Corp. v. Pub- 
lic Service Commission (1934) 264 
N. Y. 17, 2 P.U.R.(N.S.) 448, 189 
N. E. 764. The appellant was incor- 
porated in 1899. It acquired the as- 
sets of existing corporations in ex- 
change for capital stock and bonds is- 
sued by it in the amount of over four 
million dollars. The original or his- 
torical cost of the property so acquired 
does not appear, and there is nothing 
to show that it had any relation to the 
amount of the purchase price in stocks 
and bonds which the appellant com- 
pany paid in 1899. The amount shown 
upon the books of the original compa- 
nies was only a fraction of the new 
“book value” attached to the same as- 
sets after they were bought by the ap- 
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pellant. Under these circumstances, 
we cannot find that the Commission 
erred in giving preponderant weight 
to cost of reproduction less deprecia- 
tion over “historical value,” cost to 
the appellant, or “book value.” 

[9] It is said, however, that in 
this case the proof is not of cost of re- 
production of the appellant’s property, 
but of cost of reproduction of another 
plant which might be just as good. 
Cf. McCardle v. Indianapolis Water 
Co. (1926) 272 U. S. 400, 71 L. ed. 
316, P.U.R.1927A, 15, 47 S. Ct. 144. 
It is true that the estimate of cost of 
reproduction is not based upon the 
use of exactly the same materials or 
methods used in the original construc- 
tion. None the less, the estimate is 
the cost of reproduction of the com- 
pany’s plant and property by the use 
of materials and methods which would 
produce a system substantially if not 
exactly similar. That estimate fur- 
nishes a criterion of value which is 
not unreasonable. 

[10-12] Many other objections to 
the valuation have been raised by the 
appellant and considered by the court. 
We do not desire to extend the opin- 
ion by discussion of them. We find 
no error of law in the record, and we 
agree with the appellate division that 
there is evidence to sustain the deter- 
mination of the Commission. We 
have said that even the appellate divi- 
sion may not substitute its own judg- 
ment of what is reasonable in place of 
the determination of the Public Serv- 
ice Commission. People ex rel. New 
York & Q. Gas Co. v. McCall (1916) 
219 N. Y. 84, P.U.R.1917A, 553, 113 
N. E. 795, Ann. Cas. 1916E, 1042, 
affirmed (1917) 245 U. S. 345, 62 L. 
ed. 337, P.U.R.1918A, 792, 38 S. Ct. 
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122. Upon the hearing of an order 
of certiorari to review a determina- 
tion of the Commission, the jurisdic- 
tion and power of the appellate divi- 
sion are defined and limited by § 1304 
of the Civil Practice Act. These pow- 
ers do not include an independent con- 
sideration by the court of any ques- 
tion of fact. It is true that a determi- 
nation by a legislative or administra- 
tive body on a question of fact is not 
binding upon a court where the pow- 
er of the legislative or administrative 
body is challenged. Cf. Ohio Valley 
Water Co. v. Ben Avon, 253 U. S. 
287, 64 L. ed. 908, P.U.R.1920E, 814, 
40 S. Ct. 527; Crowell v. Benson 
(1932) 285 U. S. 22, 76 L. ed. 598, 
52 S. Ct. 285; St. Joseph Stock Yards 
Co. v. United States (1936) 298 U. 
S. 38, 80 L. ed. 1033, 14 P.U.R. 
(N.S.) 397, 56 S. Ct 720. Even so, 
where the state gives to an adminis- 
trative body power to determine ques- 
tions of fact by judicial inquiry sub- 
ject to review in the courts, no Feder- 
al rights are denied by its order unless 
“there was such a want of hearing or 
such arbitrary or capricious action on 
the part of the Commission as to vio- 
late the due process clause of the Con- 


stitution.” Except in the form of 
judicial review, the courts do not ex- 
amine the question whether the eyi- 
dence preponderates for or against a 
conclusion. People ex rel. New York 
& Q. Gas Co. v. McCall, supra. 

[13, 14] The only question which 
remains is whether it may be said as 
matter of law that a return of 6 per 
cent per annum is confiscatory. The 
basic principles which determine what 
annual rate will constitute just com- 
pensation have been set forth in Smith 
v. Illinois Bell Teleph. Co. (1930) 282 
U.. S.. 133, 75 L. ed. 255, PUR 
1931A, 1, 51S. Ct. 65. The rate may 
vary, as the return on the value of 
other investments attended by corre- 
sponding risk and uncertainties varies. 
We cannot say that in 1933 a rate of 
6 per cent was unreasonable. Cf. In- 
dianapolis Water Co. v. McCart 
(1937) 89 F. (2d) 522, 18 P.U.R. 
(N.S.) 279. 

The order should be affirmed, with 
costs. 


Crane, C. J., and O’Brien, Hubbs, 
Loughran, Finch, and Rippey, JJ., 
concur. 


Order affirmed. 





NEW HAMPSHIRE PUBLIC SERVICE COMMISSION 


Re Granite State Electric Company 


[D-F1844, Order No. 3318.] 


Security issues, § 82 — Stock issue to retire bonds. 
1. Issuance of par value common stock for the purpose of redeeming and 
retiring the outstanding funded debt of a public utility was approved as 
in the public interest, it appearing to the Commission that a capital struc- 
ture consisting entirely of common stock constitues from many points of 
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view the most flexible, and therefore the most desirable, type of financing 
possible, p. 384. 
Security issues, § 113 — Financing costs — Charges to surplus. 
2. A direct charge to surplus of the payment of call premium on out- 
standing bonds and write-off of unamortized balance of debt discount and 
expense, upon the issuance of stock to retire the bond issue, is a conserva- 
tive and proper method of treating these items, p. 384. 


[June 24 1937.] 


| gail for authority to issue and sell stock for the purpose 
of redeeming and retiring outstanding funded debt; petition 
granted. 


aa 


APPEARANCE: F., J. Dunn, for the 
petitioner. 


SmitH, Chairman: The Granite 
State Electric Company (formerly 
Grafton County Electric Light and 
Power Company) seeks authority, 
pursuant to P. L. Chap. 241, to issue 
and sell at par for cash 3,610 shares 
of $100 par value common stock for 
the purpose of redeeming and retiring 
its entire outstanding funded debt. 

At present the capitalization of this 
utility—-which is a corporation duly 
organized under the laws of New 
Hampshire and lawfully operating as 
an electrical utility in various towns of 
this state—consists of 7,790 shares of 
$100 par value common stock ($779,- 
000) and $361,000 principal amount 
of 25-year first mortgage 5 per cent 
bonds dated August 1, 1917, and due 
August 1, 1942, a total of $1,140,000. 
The ratio of funded indebtedness to 
total capitalization is about 31 per 
cent. All of the capital shares, as well 
as a small amount ($16,000) of the 
bonds, are owned by the parent com- 
pany, the New England Power Asso- 
tiation. The bonds are subject to call 
at 103 per cent of par, or a total 
premium of $10,830. As of Decem- 
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ber 31, 1936, the unamortized balance 
of debt discount and expense stood at 
$8,970.31, but by April 30, 1937, this 
figure had declined to $8,434.75, and 
on August 1, 1937, the proposed ef- 
fective date of the debt retirement, this 
balance will have been reduced to ap- 
proximately $8,000. Gross income for 
the calendar year 1936 ($107,671.44) 
was nearly six times the annual in- 
terest on the outstanding bonds of 
$18,050. 

During recent months the prevailing 
conditions of the money market have 
created particularly favorable oppor- 
tunities for refunding operations 
whereby utilities might effect substan- 
tial reductions of their payments for 
borrowed capital, and thus of the 
ultimate costs of their service. In the 
long run such savings must react to 
the general benefit of the public which 
is served. Taking advantage of these 
conditions, certain of the major elec- 
tric utilities operating in New Hamp- 
shire have, with the encouragement 
of this Commission and under its 
newly adopted policies with respect to 
competitive bidding, engaged in an ex- 
tensive refinancing program during 
the course of which more than $45,- 
000,000 of securities have been issued 
20 P.U.R.(N.S.) 
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and sold competitively. Re Public 
Service Co. (1935) 17 N. H. P. S.C. 
R. 268, 303; (1935) 17 N. H. P. S. 
C. R. 367, 375; (1936) 18 N. H. P. 
S. C. R. 167; (1936) 18 N. H. P. 
S. C. R. 629; Re Connecticut River 
Power Co. (1936) 18 N. H. P. S.C. 
R. 6, 48, 90; Re Central Vermont 
Pub. Service Corp. (1936) 18 N. H. 
P. S. C. R. 411, 466. This refunding 
has accomplished a reduction of the 
average coupon rates on the securities 
involved from approximately 5 per 
cent to roughly 34 per cent, permit- 
ting an apparent saving of about 
$675,000 annually. Weighing the 


premiums received against the neces- 
sary costs of refinancing and the un- 
amortized balances of debt discount 
and expense outstanding against the 
retired securities, it is not unlikely that 
the annual savings have in fact ex- 
ceeded that figure. 


Projecting these 
cumulative savings over the 25-year 
average life of the new issues yields 
an aggregate economy of at least $16,- 
875,000. 

Under such circumstances it has 
appeared to the Commission that the 
prudence of utility managements fail- 
ing to explore and exhaust the pos- 
sibilities of advantageous refinancing 
under prevailing conditions might well 
be questioned seriously. Accordingly, 
despite the relatively low ratios of debt 
to capital and of interest charges to 
gross income in the case of the Granite 
State Electric Company, the desirabil- 
ity of reducing its fixed charges from 
the present 5 per cent basis was dis- 
cussed with its officials. This has now 
resulted in the petition before us, 
which was filed May 22, 1937, and 


upon which a hearing was held in 


Concord on June 9, 1937. 
20 P.U.R.(N.S.) 


[1, 2] Certified copies of the votes 
of the directors and stockholders of 
the company complying with the stat- 
utory requirements as to corporate 
authorization (P. L. Chap. 241, § 17) 
have been filed in this proceeding. 
Likewise we have been advised that 
the provisions of law providing for the 
offer of the new shares to stockholders 
of record (P. L. Chap. 241, §§ 19-29) 
are to be met by the sale at par of the 
stock herein authorized to the sole 
present stockholder, the New England 
Power Association. Upon the record 
it was stated further that both the 
payment of the call premium on the 
outstanding bonds and the write-off 
of the unamortized balance of debt 
discount and expense—a total of near- 
ly $19,000 as of the retirement date, 
August 1, 1937—are to be handled 
through direct charges to Surplus 
which, on December 31, 1936, stood 
at $153,298.21. This is a conserva- 
tive and proper method of treating 
these items which has our hearty ap- 
proval. 

It will be noted that the program 
here presented for our consideration 
goes beyond a mere reduction of the 
rate of interest paid for borrowed 
capital. By proposing the complete 
elimination of its funded indebtedness 
through the substitution of an equiva- 
lent amount of common stock there- 
for, the company has gone to the heart 
of a matter which from time to time 
has occasioned serious concern on the 
part of regulatory authorities and 
students of public utility finance. A 
capital structure consisting entirely of 
common stock in our judgment con- 
stitutes from many points of view the 
most flexible, and therefore the most 
desirable, type of financing possible. 
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Not only will this transaction effect an 
immediate and recurring saving 
through the elimination of fixed 
charges of over $18,000 per year with- 
out any increase of the total capitaliza- 
tion, but it will also afford a maximum 
of protection against economic fluctua- 
tions which might prove disastrous to 
a utility overburdened with interest- 
bearing obligations. The applicant, 
because of the comparatively small 
present debt and large surplus, may be 
in an unusually strong position to take 
advantage of present favorable condi- 
tions to improve its financial situation. 
The fact that its parent company is 
able and willing to provide a ready 
and inexpensive market for a relative- 
ly small issue of new stock may like- 
wise be a somewhat rare, although 
favorable, circumstance. Neverthe- 


less we are convinced that the elements 
underlying the instant petition are of 


fundamental importance. We do not 
hesitate, therefore, to urge upon all 
utilities operating under our jurisdic- 
tion that they give most careful con- 
sideration to their financial structures 
with particular reference to the prin- 
ciples expressed herein. 

For the foregoing reasons we con- 
clude and find that the proposed issue 
of securities may be made consistently 
with the public interest. Our order 
of approval will issue accordingly. 


Barry and Swain, Commissioners, 
concurred. 


Orver No. 3318 


Upon consideration of the forego- 
ing report, which is made a part here- 
of, it is 

Ordered, that the Granite State 
Electric Company be, and hereby is, 
authorized to issue and sell for cash at 
par 3,610 shares of its $100 par value 
common stock ; and it is 

Further ordered, that the proceeds 
of the sale of said stock shall be used 
for the purpose of redeeming and re- 
tiring, as of August 1, 1937, $361,- 
000 principal amount of its 25-year 
first mortgage 5 per cent bonds dated 
August 1, 1937, and due August 1, 
1942; and it is 

Further ordered, that the authority 
granted hereby shall be subject to the 
following conditions : 

1. That said authority shall expire 
unless utilized within sixty days of the 
date of this order ; and 

2. That, upon completion of the 
refinancing transaction hereby author- 
ized, said Granite State Electric Com- 
pany shall file with this Commission 
within ten days a detailed statement 
duly sworn to by its treasurer showing 
the disposition of the proceeds of said 
stock. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Village of Pardeeville 


Pardeeville Rlscuic Light Company 


[2-U-628.] 
Municipal plants, § 28 — Property acquisition — Compensation — Property de- 


stroyed by fire. 


Public utility property described in a Commission order fixing the just 
compensation and terms and conditions for acquisition of the property by 
a municipality, if thereafter destroyed by fire, should be considered and 
treated as retired property in the final determination of just compensation, 
and the resulting loss must be borne by the utility company rather than the 


municipality. 


[October 13, 1937.] 


H™s on amendment or alteration of order fixing just 

compensation and terms and conditions for acquisition of 

utility property by a village; order amended to provide for 
deduction because of property destroyed by fire. 


By the Commission: An action 
was commenced in the circuit court 
for Dane county, Wisconsin, to alter 
or amend the order made in this pro- 
ceeding under date of July 13, 1936, 
fixing the just compensation and terms 
and conditions for the acquisition by 
the village of Pardeeville of the prop- 
erty of the Pardeeville Electric Light 
Company described in said order. 
Upon the trial of said action evidence 
was introduced which was found by 
the court to be different from or addi- 
tional to the evidence introduced be- 
fore the Commission and certified to 
the court as provided by statute; and 
such additional or different evidence 


was transmitted to the Commission as 


provided by § 196.44. 


Thereupon the Commission gave no- 
tice of a hearing upon the matter of 
the amendment or alteration of its said 
order of July 13, 1936, which was duly 
held pursuant to such notice on Sep- 
tember 28, 1937 ; at which hearing the 
Pardeeville Electric Light Company 
appeared by Bogue, Sanderson & 
Kammholz, its Attorneys, represented 
by David Bogue, and by its President, 
Dr. J. Chandler, and the village of 
Pardeeville appeared by Roswell & 
Chambers, its Attorneys, represented 
by Herbert S. Roswell, and by the 
members of the village board. 

It appeared from the statements of 
counsel at such hearing that subse- 
quent to the date of the order above 
referred to a considerable portion of 
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the property described in said order 
was destroyed by fire. The question 
arose as to whether the resulting loss 
was the loss of the village or of the 
company. The company claims that it 
is the loss of the village; and the vil- 
lage claims that it is the loss of the 
company, and asks that we amend such 
order so that it will clearly provide 
for treatment of such destroyed prop- 
erty in the manner therein provided 
for treatment of retired property. 

We have concluded that the loss 
resulting from such destruction of 
property is the loss of the company 
and that the property so destroyed 
should not be included in the property 
for which just compensation must be 
made by the village in this proceeding. 
The reasons for that conclusion are 
set forth in the Commission’s report 
to the circuit court for Dane county, 
made pursuant to said § 196.44, Stats. 
and need not be repeated here. 

Accordingly our order of July 13, 
1936, will be amended so as to specific- 
ally provide that such destroyed prop- 
erty will be considered and treated as 
retired property in the final determina- 
tion of just compensation in this case. 

It is therefore ordered that para- 
graph 3 of the order of July 13, 1936, 
be and hereby is amended to read as 
follows : 

“3. That in case of additions to 
said described property, and in case 
of retirements therefrom, occurring 
through fire or other casualty, or by 
act of the Pardeeville Electric Light 


Company, or otherwise, between De- 
cember 31, 1935, and the date of pay- 
ment of the just compensation herein 
determined, the amount and value of 
the resulting net additions or retire- 
ments of property may be agreed up- 
on by and between the village of Par- 
deeville and the Pardeeville Electric 
Light Company, and the amount so 
agreed upon shall (in case of net ad- 
ditions ) be added to, or shall (in case 
of net retirements) be subtracted 
from, the amount otherwise fixed here- 
in as constituting the value of the 
property of the Pardeeville Electric 
Light Company subject to acquisition 
in this proceeding. In case the par- 
ties shall fail to enter into such agree- 
ment, then this Commission will fix 
the amount and value of such net ad- 
ditions or net retirements; and the 
amount so determined will be added to 
or subtracted from the amount of the 
value, as otherwise herein determined, 
to ascertain and constitute the value of 
property subject to acquisition as 
aforesaid. The just compensation as 
herein fixed and to be thus finally de- 
termined is said sum of $25,000, to- 
gether with such sum as may be added 
thereto as constituting the agreed or 
determined value of materials, sup- 
plies, and laboratory equipment, above 
referred to, and the addition or sub- 
traction of such further sum as may 
be finally agreed upon or determined 
as constituting the value of net addi- 
tions or net retirements to or from the 
property subject to acquisition, as 
herein provided.” 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re New York State Electric & Gas 


Corporation et al. 


[Case No. 8944.] 


Appeal and review, § 70 — Effect of annulling Commission order — Accounting. 
1. Annulment by the court of Commission orders providing for uniform 
accounts results in the restoration of the provisions of the former uniform 
system of accounts as to the provisions affected, p. 390. 


Accounting, § 32.1 — Expenses relating to legislature — Expenses relating to 
Federal government. 

2. Expenditures by a public utility company made under the headings 
“New York State Legislature” and “Federal Government,” even if deter- 
mined to be proper charges to operating expenses, are not properly entered 
in an account “Regulatory Commission Expenses” which includes “expenses 
incurred by the accounting company in its transactions with governmental 
regulative Commissions,” since the state legislature and the Federal Con- 
gress, although in some respects regulatory bodies, are not “governmental 
regulatory Commissions” in the language or intent of the accounting pro- 
visions; such expenditures should be included in the account “Other Mis- 
cellaneous General Expenses,” p. 390. 


Expenses, § 63.1 — Expenditures for legislative committee. 
3. Expenditures by a public utility company arising out of requests from 
a legislative investigation committee for information, in the preparation of 
which the services of engineers, accountants, and others are required, are 
justified in a reasonable but not an abnormal amount, p. 391. 


Expenses, § 63.1 — Legislative investigation — Acts of officers and management. 
4. Expenditures by a public utility company covering the securing of in- 
formation to be presented at a legislative hearing in an investigation as 
to certain acts of a senator in his relations with the public utility company 
and its officers and management were held to be improper charges to op- 
erating expenses to be passed to consumers, in view of the causes and 
result of the investigation, p. 392. 

Expenses, § 63.1 — Legislative expenditures — Proof as to nature. 

5. Expenditures by a public utility company relating to pending legislation 
cannot be approved as operating expense charges when it is not shown 
what portion is for bill analysis and what for other services and the nature 
of those services, although reasonable expenditures by operating utilities 
for the purpose of securing legal advice as to the effect of proposed legis- 
lation upon company operations may be a proper and legitimate charge, 
p. 392. 

Expenses, § 63 — Legal services — Investigation of stock sale. 

6. Legal services in connection with the investigation of capital stock sales 


20 P.U.R.(N.S.) 388 
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are not proper charges to operating expenses to be passed along in rates 
to consumers, p. 393. 


Expenses, § 88 — Lobbying activities — Legal services. 
7. Legal services in connection with the lobbying activities of the manage- 
ment of a parent corporation and its subsidiaries are not proper charges to 


operating expenses of such a subsidiary to be passed along in rates to 
consumers, p. 393. 


Expenses, § 83 — Payment to affiliated accounting agency — Absence of proof. 
8. Expenditures by a public utility company for accounting services of an 
affiliated company should not be approved as charges to operating expenses 
when the accounting services are not broken down in the record so as to 
show the specific nature of the charges and when there is no information 


in the record as to the cost to the affiliated accounting agency of the service 
rendered, p. 393. 


Expenses, § 83 — Advertising — Benefit to affiliated companies. 
9. Expenditures by an affiliated corporation for advertising, for the benefit 
of a system of affiliated companies as a whole, cannot be approved as an 
operating expense of an operating subsidiary when no basis has been shown 
for charging the expenditures to the individual operating companies and no 
sufficient evidence presented to determine fairly what are proper charges 
to operating utilities, p. 393. 


Expenses, § 5 — Authority of Commission — Payments benefiting parent company. 
10. The Commission is not required to sit supinely by and see the manage- 
ment of a public utility company make unreasonably large expenditures, 
largely for the protection of the parent holding company, and charge these 
expenditures solely to operating expenses at the cost of the consumers, 
although the Commission is not clothed with general powers of manage- 
ment of the corporation and may not arbitrarily substitute its judgment for 
that of the directors in making expenditures, p. 395. 

Expenses, § 88 — Opposition to Federal Holding Company Act. 

11. A subsidiary public utility company was held not to have shown suffi- 
cient justification in the record for charging to operating expenses expendi- 
tures incurred by the group of companies of which the utility was a member 
in opposing the enactment of the Federal Public Act of 1935, although it 
was contended that under the act the operating companies would be re- 
quired to incur additional costs, where the items for “space,” postage and 
express, telegrams and telephones comprised more than half of the total 
expenditures and were apparently for propaganda purposes and not for 
the purpose of presenting to the committees of Congress facts and data as 
to the legislation under consideration, p. 395. 
[October 6, 1937.] 


preranene on motion of Commission as to methods, prac- 

tices, accounts, and records of public utility corporations with 

relation to various expenditures; rulings announced on various 
charges to operating expenses and proceeding terminated. 


- 


AppeaRANCES: Gay H. Brown, sistant Counsel), for the Public Serv- 
Counsel (by Sherman C. Ward, As- ice Commission; E. B. Naylon, New 
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York city, Attorney for New York 
State Electric & Gas Corporation, 
New York Central Electric Corpora- 
tion, Empire Gas and Electric Com- 
pany, Elmira Light, Heat and Power 
Corporation, Staten Island Edison 
Corporation, The Patchogue Electric 
Light Company, and Long Island Wa- 
ter Corporation ; Walter J. Fitzpatrick, 
Director, Accounting Division, Pub- 
lic Service Commission. 


BREWSTER, Commissioner: This 
proceeding arose out of a review by 
the Commission’s staff of the 1934 
and 1935 annual reports of the several 
operating companies, parties to this 
proceeding, which annual _ reports 
showed very large charges under the 
head of “Regulatory Commission Ex- 
penses.”” Excluding any charges in 
matters or proceedings before the 
Public Service Commission the charg- 


es to operating expenses under this 
general classification and the total paid 
by the seven companies were as fol- 
lows : 


Mack Com- Op 
mittee In- Thayer In- Legislation New York 
vestigation vestigation N. Y.State Clearing 

$1,092.93 $1,009.21 $675.15 $26,317.52 
31,636.61 5,940.99 19,687.66 


osing 


1934 
1935 
Total 


1934& 
1935 $32,729.54 $1,009.21 $6,616.14 $46,005.18 


P.U. Act 1935 
(Wheeler- 
Rayburn) 





Federal Power 
Commission Federal Grants 
Rate Survey Municipalities 


coos 1,125,609 197.06 
3900 ocse. Gero 591.23 $326,138.09 
Total 1934 


& 1935 $1,953.20 $788.29 $326,138.09 


The Uniform System of Accounts 
for Electric Corporations adopted by 
order of the Commission, November 
23, 1933 (3 P.U.R.(N.S.) 320), as 


amended by order of the Commission, 


1934 








dated June 26, 1934, sets forth what , 


charges shall be made to Account 
20 P.U.R.(N.S.) 


146—Regulatory Commission Sus- 
pense. 

[1] Certain provisions of this Uni- 
form System of Accounts have been 
annulled by the decision of the appel- 
late division and of the court of ap- 
peals, including “Account 146—Regu- 
latory Commission Suspense.” These 
orders of the Commission having been 
annulled as to the account “Regula- 
tory Commission Suspense,” the pro- 
visions of the former Uniform System 
of Accounts for Electric Corporations 
as to these charges now govern. 

[2] The Uniform System of Ac- 
counts for Electrical Corporations 
adopted December, 1923, as amended 
by subsequent orders of the Commis- 
sion, contains provision for Regula- 
tory Commission Expenses in Account 
DCBA 784. 

“D CB A 784—Regulatory Commis- 
sion Expenses 

“This account shall include the ex- 
penses incurred by the accounting 
company in its transactions with gov- 
ernmental regulative Commissions. 
This covers fees and retainers and ex- 
penses of counsel, solicitors, attorneys, 
clerks, attendants, witnesses, and oth- 
ers whose services are secured especial- 
ly for the defense or prosecution of 
those petitions presented to a regula- 
tory Commission that affect the ac- 
counting company, the pay, traveling, 
and other expenses of those specially 
employed or assigned to ascertain the 
value of property owned or used by 
the accounting company; the cost of 
stationery and printing and engineer- 
ing supplies consumed ; and other nec- 
essary expenses of a similar charac- 
ter.” 

“This account does not include ex- 
penses for improvement of service, for 
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additional inspection, etc., which are 
made necessary by the rules, regula- 
tions, or orders of a regulatory Com- 
mission. Such expenses should be 
charged to the appropriate specific op- 
erating expense account. 

“Note.—Expenses incident to the 
sale or issue of securities should not 
be charged to this account but to the 
appropriate discount account. (See 
‘Balance Sheet Accounts—General In- 
structions and Definitions,’ § 12, page 
8)” 

It is apparent from reading this 
provision that the charges entered in 
this account for expenditures made un- 
der the headings ‘““New York State 
Legislature’ and “Federal Govern- 
ment” as set forth in Mr. Fitzpatrick’s 
analysis, even if determined to be prop- 
er charges to operating expenses, are 
not properly entered in this account. 
They are not “expenses incurred by 


the accounting company in its trans- 
actions with governmental regulative 


Commissions.” The New York State 
Legislature and the Federal Congress 
are in some respects regulatory bodies 
but they are not “Govetrimental Reg- 
ulatory Commissions” within the lan- 
guage or intent of DC BA 784. If 
these expenditures are properly charge- 
able to operating expenses they should 
be entered in Account “B A 781.42. 
Other Miscellaneous General Ex- 
penses.” The 1923 Uniform System 
of Accounts provides as to this account 
as follows: 

“This account shall include the cost 
of publishing and distributing annual 
reports to stockholders, advertising no- 
tices of stockholders’ meetings, divi- 
dend notices, and other corporate and 
financial notices of a general character, 
association dues, contributions for 
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conventions and meetings of the in- 
dustry, cost of experimental work con- 
ducted for the benefit of the industry 
or the improvement of service, travel- 
ing and incidental expenses of general 
officers, and other general office em- 
ployees, fees of transfer agents, regis- 
trars of stock, and fiscal agents, di- 
rectors’ fees, compensation to manage- 
ment corporations, and other miscel- 
laneous expenses connected with the 
general management not otherwise 
provided for.” 


Are These Expenditures Proper 
Charges to Operating Expenses? 


Several hearings have been held at 
which testimony was presented and 
the attorney for the companies has 
filed a memorandum covering the New 
York Clearing and P. U. Act of 1935 
expenditures. 


Mack Committee Investigation 


[3] The New York legislature by 
resolution adopted at the 1934 session 
created a legislative committee for the 
investigation of utilities carrying on 
business in the state of New York, in- 
cluding both holding companies and 
operating companies. Hon. John E. 
Mack was counsel to the committee 
and the committee was known as the 
“Mack Committee.” 

The nature of the expenditures un- 
der this heading made by the seven 
companies, parties to the present pro- 
ceeding, as testified to by Mr. Fleck, 
for the companies, was for services in 
the preparation of various accounting 
data requested by the legislative com- 
mittee ; the services of engineers in pre- 
paring rate data requested by the com- 
mittee ; expenses of attendance at hear- 
ings of the committee, cost of stenog- 
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raphers, minutes of the hearings and 
of reports and items of like nature, in- 
cluding legal services. 

The testimony shows that the Mack 
committee “requested complete copies 
of all rate schedules on file, and that 
they be kept currently informed of any 
rate changes.” In addition, the com- 
mittee requested calculations showing 
the annual effect of rate reductions and 
numerous items relating to rate struc- 
tures. They also requested tabulations 
of all franchises, both electric and gas, 
under which the various companies op- 
erated, and they were assisted in pre- 
paring several maps showing the fran- 
chise area of the various companies. 

These expenditures arose out of re- 
quests from the committee for infor- 
mation which the operating companies 
were requested to prepare, and doubt- 
less some amount would be justified, 


but over $30,000 in one year is cer- 
tainly abnormal and would require 
further consideration in a rate case. 


Thayer Investigation 


[4] These expenditures cover the 
securing of information to be present- 
ed at a legislative hearing in an in- 
vestigation as to certain acts of Sena- 
tor Warren Thayer in his relations 
with the New York State Electric & 
Gas Corporation and its officers and 
management. The testimony is that 
these expenditures were for the ex- 
penses of accountants in securing the 
information. The services rendered 
are not clearly and specifically set forth 
in the record. 

The causes and result of this investi- 
gation are too fresh in the public mind 
to require detailed review here. These 


expenditures should be assumed by the: 


officers involved or the management 
20 P.U.R.(N.S.) 


of the company and not made a charge 
to operating expenses and passed to 
consumers. 


Opposing Legislation—New York 
State 

[5] In 1934, the only item under 
this heading is $675.15 expended by 
the New York State Electric & Gas 
Corporation and in 1935, the expendi- 
tures were $2,732.66 by the New York 
State Electric & Gas Corporation and 
$3,208.33 by the Elmira Light, Heat 
and Power Corporation. 

Mr. Fleck, for the companies, testi- 
fied that this title “is really a misnom- 
er.” This is the term used in the an- 
nual report, but it really is not oppos- 
ing legislation. 

The item in 1934 charged to the 
New York State Electric & Gas Cor- 
poration related almost entirely to the 
analysis of bills introduced in the leg- 
islature, writing the memorandum set- 
ting forth the analysis and distributing 
the same among the various company 
and division managers so that they 
might determine what effect, if any, 
bills proposed by the legislature might 
have upon the operation of the prop- 
erty. 

Reasonable expenditures by operat- 
ing utilities for the purpose of secur- 
ing legal advice as to the effect of pro- 
posed legislation upon company oper- 
ations may be a proper and legitimate 
charge. The expenditure of $675 in 
1934 for analysis of legislation is not 
so large as to appear unreasonable in 
amount. The expenditure of $5,940 
in 1935 for this purpose appears to 
be unreasonably large for merely an 
analysis of pending legislation and the 
distribution of such analysis. The 
amount of the expenditures indicates 
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that it covers legal or other services 
in addition to analysis of legislative 
bills and no sufficient statement of 
items, explanation, or justification has 
been made in the record. What por- 
tion is for bill analysis and what for 
other services and the nature of those 
services have not been shown and un- 
til shown these expenditures cannot 
be approved as operating expense 
charges. 


Federal Power Commission Rate 
Survey 


The Federal Power Commission 
conducted a nation-wide survey for 
the purpose of setting forth and com- 
paring electric rates in different locali- 
ties and communities. Questionnaires 
were sent out to all operating electric 
utilities. The expenditures made in 
1934 and 1935 by the companies now 
under investigation totaled $1,953.20 
for gathering and tabulating the rates 
charged. 


Federal Grants to Municipalities 


The expenditures under this head- 
ing were all made by the New York 
State Electric & Gas Corporation, to- 
taling $788.29 in 1934 and 1935. 
These expenditures are so small that 
no detailed analysis has been made. 


We now come to the two major 
items of expenditures—New York 
Clearing —$46,005.18 and P. U. Act 
of 1935—$326,138.09. 


New York Clearing 


[6-9] Utility Clearing Corpora- 
tion is a subsidiary of the Associated 
System and was organized and func- 
tions as a clearing house for joint 
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company expenditures made by the 
numerous companies in the system. 

During the 2-year period in ques- 
tion Utility Clearing Corporation paid 
invoices for services and expenses 
classified by that corporation as Reg- 
ulatory Commission Expenses, total- 
ing $285,426.42. Of this total, $141,- 
770.92 was charged by Utility Clear- 
ing Corporation to the operating com- 
panies in the system and $143,655.50 
to nonutility companies. The total of 
these charges to the New York state 
operating companies listed in this in- 
vestigation amounts to $45,545.36. 
There were other items charged by the 
Utility Clearing Corporation under 
this heading directly to specific com- 
panies and not apportioned which 
brought the total for these New York 
state companies to $46,005.18. 

Analysis of the total expenditures 
made by Utility Clearing Corporation 
under this heading was presented by 
the counsel for respondents and is as 
follows: 


Accounting 
Special services 
Advertising 
System magazine 


Miscellaneous 


The items given for the charges 
under the heading “Legal” are as fol- 
lows: 

1. Federal Trade Commission— 
Investigations, Reports, and Hear- 
ings. 

2. House Committee on Interstate 
& Foreign Commerce—Investigation 
and Report. 
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3. Senate Committee on Banking 
& Currency—Investigations, Reports, 
and Hearings. 

4. National Recovery Administra- 
tion—President’s Agreement and De- 
velopment of Codes. 

5. Federal District Attorney—In- 
vestigation. 

6. Senate Special Committee on 
Lobbying—Investigation, Hearings. 

7. House Committee on Rules— 
Investigation of Lobbying, Hearings. 

8. Federal Capital Stock Tax Act. 

9. Federal Act to limit jurisdiction 
of Federal Courts in Rate Cases 
(Johnson Bill). 

10. Federal Act—affecting corpo- 
rate reorganizations. 


11. Congressional Resolution — 


payment of debts in gold. 
12. New York State Attorney Gen- 
eral — Investigation of Employees’ 


Investment Plan. 

The legal expenditures were entire- 
ly for services rendered in connection 
with Federal investigations or Fed- 
eral legislation, except services in con- 
nection with an investigation by the 
attorney general of New York relat- 
ing to deductions from wages of em- 
ployees of respondents to pay for se- 
curities of the companies. Some of 
these expenditures were for legal 
services in connection with investiga- 
tions by the United States Senate and 
House Committees of the lobbying 
activities of the Associated Gas & 
Electric System companies in connec- 
tion with the Wheeler-Rayburn bill, 
the expenditures made by respondent 
companies in such lobbying activities 
being a part of the expenditures here- 
in under investigation. 

Legal services in connection with 
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the investigation of capital stock sales 
and in connection with the lobbying 
activities of the management of the 
Associated Gas & Electric Company 
and its subsidiaries are not proper 
charges to operating expenses to he 
passed along in rates to consumers, 
Such expenditures should be borne by 
the management whose acts caused 
the investigation or the stockholders 
and not by the consumers. 

The payments by the Utility Clear- 
ing Corporation for accounting in the 
amount of $86,873.90 is stated to 
have been for services and expenses 
of accountants in securing, tabulating, 
and reporting data requested, in va- 
rious questionnaires sent out by Fed- 
eral bodies and in securing data and 
supplying the same to various exam- 
iners of Federal departments and 
committees. It is stated that some 
portion of these charges were also for 
the preparation of data to determine 
whether the respondent companies 
should register under the Public Util- 
ity Act and in preparing data needed 
in the registration of securities of va- 
rious companies under the Federal 
Securities Act. 

Some part of the legal services and 
accounting services appear to have 
been made in connection with the es- 
tablishment of standards of hours and 
wages under the National Industry 
Recovery Act. The record does not 
show what part of these expenditures 
were in connection with the establish- 
ment of codes under NRA and what 
part in connection with Federal in- 
vestigations of holding company ac- 
tivities. 

These accounting services are not 
broken down in the record so as to 
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show the specific nature of the 
charges nor is there any information 
in the record as to the cost to the affil- 
iated accounting agency of the serv- 
ice rendered. Lacking this evidence 
there is no basis for approval of any 
part of these expenditures as charges 
to operating expenses. 


Advertising 


The expenditures by the Clearing 
Corporation for advertising in the 
amount of $63,415.55 are stated to 
represent a portion of the expense for 
system advertising in newspapers and 
magazines and for the preparation of 
statistical data and charts for use in 
such advertising and also for sugges- 
tions and advice relating to general 
advertising. For the major part the 
advertisements relate to the Associat- 
ed Gas & Electric System as a whole 
and it is stated that such advertising 
is directed toward bringing to public 
attention matters beneficial to all of 
the companies in the system as well as 
matters which may threaten the wel- 
fare and operations of the companies 
asa whole. In other words, this ad- 
vertising is general advertising and 
not by specific operating companies. 
It is for the benefit of the Associated 
Gas & Electric System as a whole and 
no basis has been shown for charging 
these expenditures to the individual 
operating companies. The only rea- 
son given is the general statement that 
such general advertising benefits all 
companies. 


The three items (legal, accounting, 
and advertising) discussed comprise 
about three-quarters of the total of 
$285,426.42 alleged to have been ex- 
pended by the Clearing Corporation. 
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Where expenditures are made in this 
way by a clearing corporation and dis- 
tributed to a very large number of 
companies, both operating and non- 
operating, it is difficult to analyze the 
particular expenditure charged to the 
individual operating company. No 
such analysis has here been made but 
sufficient evidence has been presented 
to fairly determine that these expen- 
ditures are excessive in amount for 
these operating companies to pay and 
that while some part thereof may 
be proper charges to operating ex- 
penses it is not possible from this rec- 
ord to determine the amount thereof. 
Probably the greater part and espe- 
cially those expenditures in relation to 
lobbying activities should have been 
paid by the holding companies ben- 
efited or if paid by the operating com- 
panies should have been charged be- 
low the line to income and not above 
the line to operating expenses. 


Public Utility Act of 1935 


[10, 11] During the year 1935, 
payments amounting to $326,138.09 
were recorded by these seven New 
York state operating companies as 
their portion of the expenses of joint 
opposition by companies in the Asso- 
ciated Gas & Electric System to the 
enactment of the Federal Public Util- 
ity Act (Wheeler-Rayburn). Total 
expenditures by the Associated Gas 
& Electric System incurred for this 
purpose up to December 20, 1935, for 
which an analysis was available were 
$1,003,395.56. A breakdown of this 
$1,003,395.56 was presented at the 
hearing February 9th and accounts 
for $323,402.80 of the $326,138.09 
paid by the New York companies. 
This statement is as follows: 
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Associatep Gas & ELectric System 


Statement of Wheeler-Rayburn Erpense 
Year 1935 


Pest siecte 

Spa 

Materials and supplies 

Service charge 

$374,999.41 
42,875.29 
101,626.25 
141,323.95 


Printing stationery and supplies 
Postage and express 
Telegrams and telephone 


Services and Expenses 

Legal services 

Public stenographic 
service 

Engineering and 
economist services 


2,618.71 
10,340.81 


Advisory Organizations 

—Services & Expenses 

Accounting and cor- 
porate 

Financial 

Stenographic 

Outside services 


Traveling expenses .. 1,830. 10 
———_ 145,575.71 


Customer Ownership 
Department 
Salaries 
Expenses 
——__ 107,949.43 
Other Departments—Salaries ... 14,043.29 


$1,003,395.56 
Billed to: 


New York State Electric & Gas 
Corporation 

Elmira Light, Heat and Power 
Corporation 

New York Central Electric 
Corporation 

— Gas and Electric Com- 


$170,750.81 
32,344.95 
22,307.30 
38,484.63 
5,513.39 


46,564.59 
7,437.12 


$323,402.80 


any Island Water Corporation 


It is the contention of the respond- 
ents that while the title of the act in- 
dicates that it relates to holding com- 
panies, the regulatory provisions 
thereof apply equally to the subsidi- 
aries of registered holding companies. 
It is contended that under the act the 


operating companies of the holding 
company system will be required to 
incur additional costs because of dual 
Federal and state regulation. In sub- 
stantiation of this contention respond- 
ents have set forth at length certain 
provisions of the Federal act as to 
the issuance of securities, the acquisi- 
tion of properties, and the accounting 
procedure of the subsidiary companies 
of the holding company system which 
might increase operating expenses and 
capital costs and be detrimental to the 
operating companies. It is the con- 
tention that expenditures by the oper- 
ating companies in opposition to legis- 
lation which would increase the costs 
of doing business are justifiable and 
proper operating expense charges. 
In presenting testimony as to the 
effect of the P. U. Act of 1935 
(Wheeler-Rayburn) on _ operating 
companies no mention was made of 
the provisions in that law limiting the 
charges by affiliated servicing com- 
panies for services rendered to the 
cost to the servicing agency or to any 
of the other provisions of the holding 
Company Act which benefit the operat- 
ing companies and their consumers. 
Can it be fairly contended that $1,- 
003,395.56 was a reasonable and re- 
quired amount for all of the system 
companies to expend for the prepara- 
tion of any necessary data and for 
adequate presentation to the legisla- 
tive bodies of all pertinent facts and 
argument? Was the expenditure of 
$171,708.70 by the New York State 
Electric & Gas Corporation, or of a 
total of $326,138.09 by these seven 
operating companies, for this purpose 
reasonable under any circumstances? 


‘How much of this expenditure was 


reasonably required to fairly present 
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to the committees of Congress the per- 
tinent facts and argument in the in- 
terest of the operating companies and 
how much for the protection of the 
holding companies and their stock- 
holders? Is it fair and just that the 
consumers of these seven operating 
companies should be taxed $326,- 
138.09 to defeat the Public Utility 
Act of 1935? What commensurate 
benefit did consumers receive through 
these expenditures ? 

Reference to the items comprising 
the total of $1,003,395.56 discloses 
that $368,282.66 was expended for 
“space,” $101,626.25 for postage and 
express, $141,323.95 for telegrams 
and telephone. These items comprise 
more than half of the total expendi- 
tures and were apparently for propa- 
ganda purposes and not for the pur- 
pose of presenting to the committees 
of Congress facts and data as to the 
legislation under consideration. It is 
the burden placed on consumers by 
conduct of this kind on the part of the 
management of some utility systems 
which has aroused a feeling of hostil- 
ity and distrust on the part of the 
public and which was also largely the 
cause of the P. U. Act of 1935 which 
the Associated System by these ex- 
penditures sought to defeat. When 
such expenditures are charged to op- 
erating expenses to be paid by the 
consumers the management cannot ex- 
pect to successfully defend such con- 
duct by any such general statements 
as are set forth in this record. 

The courts have held that the Com- 
mission is not clothed with general 
powers of management of the corpo- 
ration and may not arbitrarily sub- 
stitute its judgment for that of the 
directors in making expenditures. 
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However, the courts have also said 
that the corporation management may 
not by exorbitant and unreasonable 
salaries or in some other improper 
way transfer its earnings into operat- 
ing expenses. The Commission is 
not required to sit supinely by and 
see the management make unreason- 
ably large expenditures largely for 
the protection of the parent holding 
company and charge these expendi- 
tures solely to operating expenses at 
the cost of the consumers. 


Conclusion 


No sufficient justification has been 
shown in the record for charging the 
expenditures for the Thayer Investi- 
gation, Opposing Legislation—New 
York State in 1935, New York Clear- 
ing and P. U. Act of 1935 to operat- 
ing expenses. It may be that some 
part of the expenditures under these 
headings may have been proper oper- 
ating expense charges but no sufficient 
analysis of the expenditures or jus- 
tification for such charges has been 
shown in the record in this proceed- 
ing. In any proceeding for the fixing 
of rates it would be necessary for the 
company to show a complete break- 
down of the expenditures with the 
specific purpose of the same and where 
such expenditures were for services 
rendered by accounting, engineering, 
or other affiliated servicing agencies 
to show the cost to the affiliated serv- 
icing agency of the service rendered. 
That has not been done in this pro- 
ceeding. The parties to this proceed- 
ing may take due notice that the Com- 
mission will require such substantiat- 
ing proof in any rate proceeding and 
will eliminate from operating expense 
in any such proceeding any expendi- 
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tures not so substantiated. It is dif- 
ficult to believe that any part of the 
expenditures for services in connec- 
tion with investigations of the man- 
agement of the Associated System by 
committees of Congress for lobbying 
activities can be substantiated as prop- 
er and reasonable charges to operating 
expenses. 

Expenditures by these seven oper- 
ating companies of $326,000 in one 
year for the purpose of opposing the 
passage of the Wheeler-Rayburn bill 
are excessive in amount in any Cir- 
cumstances and have not been shown 
as justified in this proceeding. More 
than $1,000,000 was expended by the 
Associated Gas & Electric System in 
opposing this legislation to no effect, 
and whether this be charged to stock- 
holders or consumers, it is paid from 
moneys secured from charges to con- 
sumers. It would have been much 
better for both stockholders and con- 
sumers if the management had de- 
voted this money to the reduction of 
rates. 

The fiscal years in which these ex- 
penditures were made have passed and 
an order by the Commission at this 


time requiring the charging of these 
items to surplus would accomplish no 
practical purpose from an accounting 
and bookkeeping standpoint. In other 
words, if these expenses are now elim- 
inated from operating expenses in the 
years incurred, the effect will be to 
increase the net income for those 
years and that increase in net income 
will be immediately transferred back 
to surplus and the surplus at the com- 
pletion of the several book entries will 
be the same. That is the accounting 
effect only, however. 

In any rate proceedings these 
charges will be eliminated from op- 
erating expenses in arriving at net 
income for rate purposes unless fully 
substantiated and justified in such 
proceedings. The Commission now 
has pending other proceedings in 
which the property and accounts of 
most of these companies now are or 
are about to be investigated by the en- 
gineering and accounting divisions of 
the Commission. 

This proceeding has accomplished 
its purpose in obtaining the informa- 
tion set forth in the record and can 
now be closed. 
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Public Utility Commission 


Vv. 


Solar Electric Company 


[Complaint Docket Nos. 11404 (8126).] 


Rates, § 85 — Powers of Commission — Temporary rates. 
1. The Commission is empowered by Public Utility Law, § 310, to estab- 
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lish temporary rates to be charged pending the final determination of a rate 
investigation, p. 401. 
Rates, § 635 — Temporary rate reduction. 

2. The Commission does not attempt to translate into a temporary rate 
reduction matters that are in substantial dispute but preserves for more 
minute study and future determination those matters wherein there is a 
genuine difference of opinion or upon which the present record is not 
sufficiently clear to afford to the Commission the basis of exact decision, 
p. 401. 


Expenses, § 93 — Rental — District office. 
3. A payment representing the rental of the district office of an electric 
utility company was held to be a proper operating expense, p. 403. 


Expenses, § 89 — Regulatory expense — Nonrecurring. 
4. An accrual for Public Service Commission expense to provide for ex- 
pense incurred by an electric utility company incident to a proceeding in- 
stituted by the Federal Power Commission, nonrecurring in nature and 
foreign to the normal operations of the company, will not be considered 
in arriving at allowable operating expenses in the determination of rates 
for the future, p. 403. 


Expenses, § 84 — Management fees — Set-off — Participating certificates. 
5. A reduction should be made in operating expenses to represent substantial 


returns of management fees because of participating certificates issued to 
an electric utility company by a management company, p. 403. 


Expenses, § 84 — Corporate and advisory expense — Affiliated company. 
6. Charges by an affiliated corporation for corporate and advisory expense, 
representing items of expense incurred by or for the benefit of holding, 
intermediate holding, and other companies in a utility system, should be 
excluded from the operating expenses of an electric utility company when 
the company neither contracted for such obligations nor did it receive any 
direct benefit therefrom, p. 404. 


Accoumting, § 24.1 — Payments to affiliated companies — Record of costs. 
7. An electric utility company is required to keep its records in a manner 
to show, and the Commission is entitled to have, all details underlying 
charges arising from billings by affiliated companies, even to the extent 
of supplying the cost of service or materials furnished by the original bill- 
ing company, which is ultimately reflected in the operating expenses of 
the utility company through an affiliated clearing corporation, p. 404. 


Revenues, § 2 — Estimates — Projection of interim figures. 
8. Projection of operating income figures for five months to a twelve 
months’ basis was held to be a proper and reasonable method of determining 
tentative calculations of revenues and expenses on an annual basis, p. 
405. 

Return, § 87 — Electric utility — Temporary rates. 
9. A fair return upon the tentative fair value of the property of an electric 
utility company in a proceeding to fix temporary rates pending investigation 
was found to be 6 per cent, p. 405. 

Valuation, § 67 — Determination of original cost — Book value. 
10. Present book values assigned to fixed capital which represented an 
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electric utility company’s own entries were held to be a fair approximation 
of the original cost of existing property, it appearing that the company 
had been required to keep its fixed capital records for many years on an 
original cost basis, and if not so kept, the burden of proof being upon the 
utility to show the extent of any deviation therefrom, p. 405. 


Rates, § 235 — Establishing tariffs — Action by Commission. 


11. The Commission, in a rate investigation, should not only prescribe the 
allowable return to which the utility is entitled but should indicate the 
character of the tariff under which the utility should operate, p. 406. 


Payment, § 53 — Penalties and discounts. 


12. Net rates were established without provision for penalty, the utility 
being given the right to provide a discount not to exceed 2 per cent for 


prompt payment, p. 407. 


[October 5, 1937.] 


fats ionayee to determine reasonableness of electric rates; 
temporary rate reduction ordered. 


By the Commission: On August 
14, 1929, J. B. Stewart et al. filed a 
complaint against the rates of Solar 
Electric Company. The complaint 
was docketed at Complaint Docket 
No. 8126, and hearings were held in- 
termittently from 1929 to 1937, in- 
clusive. 

On June 8, 1937, the Commission 
instituted an inquiry and investiga- 
tion upon its own motion for the pur- 
pose of determining the fairness, rea- 
sonableness, and justness of the rates 
and charges of Solar Electric Com- 
pany. This complaint was docketed 
at Complaint Docket No. 11404 and 
hearings were held on June 30 and 
July 1, 1937. Complaints 8126 and 
11404 were combined and the record 
in Complaint Docket No. 8126 was 
made part of the record in Complaint 
Docket No. 11404. The use of the 
term complainant in this report and 
order shall refer to the individual 
complainants as distinguished from 
the Commission. Testimony was 
presented and exhibits were intro- 
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duced by respondent and complainant, 
which deal, inter alia, with analyses of 
the income of the company, question- 
able items contained therein, original 
cost of the property, book value of 
the property, less accrued deprecia- 
tion, and reproduction cost estimates 
submitted by both respondent and 
complainant. Much data was placed 
in the record by the company, either 
upon its own initiative or in compli- 
ance with orders of the Commission. 

There was included within the 
scope of this (Complaint Docket No. 
11404) inquiry and investigation and 
notice thereof, the imposition of tem- 
porary rates under the provisions of 
§ 310 of the Public Utility Law. At 
hearing held in Pittsburgh on July 1, 
1937, the sitting Commissioner stat- 
ed, for the record, that the evidence 
then of record was sufficient for the 
imposition of temporary rates under 
§ 310(a) of the Public Utility Law. 
Respondent was offered the opportu- 


nity to rebut any evidence then of rec- 


ord with respect to any matters which 
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might become the subject of consid- 
eration in the imposition of temporary 
rates. 

Solar Electric Company, which 
serves electricity to the public in the 
borough of Brookville and contiguous 
territory in Jefferson county, has filed 
with the Commission two tariffs con- 
taining fifteen schedules, under which 
tariffs it serves approximately 1,600 
customers. Respondent furnished the 
Commission with consumer consump- 
tion data for the twelve months’ pe- 
riod ended May 31, 1937. Follow- 
ing are the number of consumers, 
kilowatt hours consumed, and the 
revenue derived from each active rate 
in effect during this period: [Table 
omitted. ] 

This proceeding is fundamentally 
a rate proceeding for the purpose of 
utimately determining the fair value 
of the property of respondent which 
is used and useful in the public serv- 
ice, and whether or not the present 
tariffs are fair and reasonable and are 
producing to the company a fair re- 
turn on such fair valuation. 

[1, 2] The Public Utility Law, in 
§ 310, empowers the Commisson to 
establish in a proceeding such as this, 
if it be of the opinion that the pub- 
lic interest so requires, temporary 
rates to be charged pending the final 
determination of the proceeding. It 
is the opinion of the Commission in 
this proceeding that the public inter- 
est requires temporary rates to be 
forthwith prescribed. It becomes our 
duty to examine the record and to de- 
termine the rate or rates to be pre- 
scribed, in compliance with the provi- 
sions of the statute. We make the 
observation at this time that in this 
case no attempt is made to translate 
[26] 


401 


into the reduction herein ordered mat- 
ters that are in substantial dispute, 
and we preserve for more minute 
study and future determination those 
matters wherein there are major dif- 
ferences of opinion or upon which the 
general record is not sufficiently 
clear to afford the Commission the 
basis of exact decision. The effect 
of this will be to pass on to the con- 
sumers of respondent immediate, sub- 
stantial savings. 

Respondent submitted as Exhibit 
No. 12 a balance sheet of Solar Elec- 
tric Company as of May 31, 1937. 
This balance sheet shows that the 
book value assigned to fixed capital, 
as disclosed by the books of the com- 
pany, was $197,516.70, as of May 31, 
1937, and the construction work in 
progress was $1,797.10 as of the same 
date. This same exhibit also shows 
that the reserve for renewals and re- 
placements was $81,021.18, at May 
31, 1937. 

Respondent submitted two esti- 
mates of reproduction cost new, less 
accrued depreciation, of its property, 
dated August 31, 1931, and trended 
to May 31, 1937, one in the amount 
of $281,185 and the other in the 
amount of $250,917, which include 
the elements of direct as well as indi- 
rect costs. Complainant submitted 
an estimate of reproduction cost new 
less accrued depreciation of the prop- 
erty at August 31, 1931, in the 
amount of $101,070, and trended to 
December 31, 1935, in the amount of 
$101,897. It will be noted that com- 
plainant did not trend its estimate to 
May 31, 1937. The Commission, 
upon review of the record, and ex- 
ercising its independent judgment, is 
of opinion that respondent and com- 
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plainant erred in a number of respects 
in the preparation of estimates of re- 
production cost new, less accrued de- 
preciation, and finds that the repro- 
duction cost new less accrued depre- 
ciation of the used and useful prop- 
erty of Solar Electric Company as of 
May 31, 1937, was approximately 
$180,900, including a tentative allow- 
ance for working capital and cost of 
financing. 

The Commission is not in accord 
with the items of depreciation or 
overheads contained in either esti- 
mate of respondent. From a study of 
the record in this proceeding, we de- 
termine accrued depreciation, for the 
purpose of this interim report and 
order, to be approximately $92,850. 
Certain items of overheads contained 
in respondent’s estimates seem to be 
excessive. For the purpose of this 
tentative calculation we need only set 
forth the principal bases of our dis- 
agreement with respondent’s  esti- 
mates. They are: (a) the duplica- 
tion of certain items in indirect costs 
that already have been taken into con- 
sideration in the calculation of direct 
costs by their inclusion in unit prices; 
(b) excessive estimates of over- 
heads; and (c) respondent’s claim to 
any allowance for development ex- 
penses or going concern value appears 
to be unsupported by the evidence of 
record. 

The difference between respond- 
ent’s two estimates of reproduction 
cost new, less accrued depreciation, 
of its property as of May 31, 1937, 
and the Commission’s estimate of re- 
production cost new less accrued de- 
preciation of respondent’s property as 
of May 31, 1937, discussed hereinbe- 
fore in a general way, are shown by 
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the following tabulation: 
omitted. ] 

It is to be remembered that the 
estimates of reproduction cost new, 
less accrued depreciation, as above 
set forth, are tentative calculations, 
Upon final review of the record they 
may be subject to revision. They are 
here set forth to demonstrate the 
basis of our determination of our ten- 
tative calculation of the fair value 
of the property of respondent for the 
purpose of this interim order. 

The record is replete with evidence 
as to whether or not the company’s 
power plant is a standby plant, used 
and useful in the public service. A 
preliminary review of the record as a 
whole indicates considerable doubt as 
to whether the power plant should be 
considered as used and useful in a 
finding of fair value. However, the 


[Table 


Commission need not make a specific 


finding in regard thereto, in determin- 
ing the depreciated book value of fixed 
capital as reflected on the books of 
the company at May 31, 1937. If the 
accrued depreciation of $81,021 is 
deducted from the stated book value 
of fixed capital and construction work 
in progress of respondent, the depre- 
ciated book value of fixed capital at 
May 31, 1937, would be $118,293. 
On the other hand, if the power plant 
is no longer used or useful in the pub- 
lic service it should be written out of 
fixed capital, and charged against the 
reserve to the extent that the retire- 
ment loss has been provided for there- 
in. The book value assigned to the 
power plant and its appurtenances is 
$53,548. The record does not indi- 
cate the extent of the book accrued 
depreciation provided for on the pow- 
er plant, nor do the books of respond- 
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ent make any segregation of book ac- 
cued depreciation on any individual 
dass of property. In any event, if 
consideration should be given to the 
exclusion of the book value of the 
power plant from fixed capital of re- 
sgondent, it is clear that the depreciat- 
ed book value of fixed capital at May 
31, 1937, cannot exceed $118,293. 

The record strongly indicates that 
the original cost of the company’s 
property is closely related to the stated 
value assigned to fixed capital on the 
books of the company. 

A study of the record reveals that 
there are certain matters relating to 
the rate base that are in substantial 
dispute, and therefore the Commis- 
sion adopts $200,000 as the tentative 
fair value for the basis of the imposi- 
tion of temporary rates. Such as- 


sumption of fair value shall not pre- 


dude a finding, by the Commission, 
of fair value either under or in ex- 
cess of $200,000 upon final review 
of record. 

Respondent’s Exhibit No. 17 shows 
that the operating revenues of the 
company for the five months’ period 
ended May 31, 1937, were $43,337.90, 
and the operating expenses for the 
same period were $33,540.52, which 
brings the operating income of the 
company for that period to $9,797.38. 
Respondent’s Exhibit No. 18 shows 
that the amount included in operating 
expenses for renewals and replace- 
ments for the same period was $2,- 
049.52. The Commission, from a 
careful review of the record, is of 
opinion that the annual depreciation 
of the company’s property, on an age- 
life basis, should be $6,304 or $2,- 
626.67 for a 5-month period. Re- 
spondent has already included $2,- 
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049.52 in its operating expenses for 
annual depreciation and, therefore, an 
additional amount of $577 will be al- 
lowed for depreciation during this 5- 
month period. 

[3] Respondent’s Exhibit No. 17 
shows, as a gross income deduction, 
a payment of $500, representing the 
rental of the district office at Brook- 
ville, for the 5-month period ended 
May 31, 1937. This is a proper op- 
erating expense item and will be al- 
lowed. 

[4] Respondent’s Exhibit No. 18 
shows an item of $1,000 in operating 
expenses representing an accrual for 
Public Service Commission expense. 
This accrual was set up to provide for 
the expense incurred by respondent 
incident to a proceeding instituted 
by the Federal Power Commission 
against Solar Electric Company and 
other companies in the Associated 
System operating in Pennsylvania 
(IT5015). All of these expenses are 
nonrecurring in nature and foreign to 
the normal operations of the com- 
pany. They will not be considered in 
arriving at allowable operating ex- 
penses of the company in the deter- 
mination of rates for the future. Op- 
erating expenses will be adjusted ac- 
cordingly. 

[5] Respondent’s Exhibit No. 20 
shows that the total management fees 
paid to The Utility Management Cor- 
poration and included in the company 
operating expenses were $1,112.87 
for the 5-month period ended May 31, 
1937. There is no conclusive evidence 
in the record that special management 
services were required nor any data 
to show the cost to the management 
company of furnishing service to the 
respondent in each specific instance. 


20 P.U.R.(N.S.) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


The record also shows that respond- 
ent is entitled to substantial returns 
of management fees by the operation 
of participating certificates issued to 
respondent by the management com- 
pany and that certain items included 
in the over-all operating expenses of 
the management company are foreign 
to its own operations. For the pur- 
pose of the imposition of temporary 
rates the Commission makes no find- 
ing, at this time, as to the propriety of 
including management fees in allow- 
able operating expenses. However, 
the Commission finds that, after the 
exclusion of questionable items, re- 
spondent would have been entitled to 
a return of management fees under 
the participation certificates equal to 
about 50 per cent of the fees. Oper- 
ating expenses will therefore be re- 
duced $556. 

[6,7] This same exhibit also 


shows that respondent included in its 
operating expenses for the five months 
ended May 31, 1937, an amount of 
$1,067.84 as corporate and advisory 


expense. This amount is the result 
of accruals for corporate and advisory 
expenses and charges arising from 
billings by Utility Accountants and 
Tax Consultants, Corporate Records 
and Secretarial Assistants, and Util- 
ity Clearing Corporation. The bill- 
ings from the latter company amount 
to $133.79. There appears to be am- 
ple testimony in the record to indicate 
that Utility Accountants and Tax 
Consultants and Corporate Records 
and Secretarial Assistants are affil- 
iated companies but affiliation is de- 
nied by respondent. Affiliation of 
these companies with respondent was 


made the subject of a special report. 


by the Federal Power Commission 
20 P.U.R.(N.S.) 


at IT5015, which report was made 
a part of the record in this case. 
Charges arising from these companies 
will not be excluded in the determina- 
tion of allowable operating expenses 
in this temporary rate order but they 
will be dealt with more fully in the 
final order of the Commission. Util- 
ity Clearing Corporation is admittedly 
an affiliated company and charges 
from this company represent items 
of expense incurred by or for the ben- 
efit of holding, intermediate holding, 
and other companies in the Associated 
System. Generally, charges from 
Utility Clearing Corporation become 
the vehicle whereby the expenses of 
the holding companies are prorated to 
the operating company. The Com- 
mission excludes these expenses in 
the amount of $133.79 because it 
appears from the records that re- 
spondent neither contracted for such 
obligations nor did it receive any 
direct benefit therefrom. Further- 
more, respondent is required to keep 
its records in a manner to show, and 
the Commission is entitled to have, 
all details underlying charges arising 
from billings by affiliated companies 
even to the extent of supplying the 
cost of service or materials furnished 
by the original billing company, which 
was ultimately reflected in the oper- 
ating expenses of respondent through 
Utility Clearing Corporation. These 
details were neither kept by the re- 
spondent nor made available to the 
Commission in this record. 

There are other items in operating 
expenses which are in dispute, and 
our acceptance, for the purposes of 
this order, of the unadjusted items 
in operating expenses shall not be 
considered as binding upon us in the 
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final determination of allowable op- 
erating expenses. However, in the 
calculation of a temporary rate, it is 
the policy of the Commission not to 
predetermine matters of substantial 
dispute, and with that thought in 
mind we set forth the following sum- 
mary of the Commission’s tentative 
calculation of fair value and adjusted 
operating income for the purpose of 
the imposition of temporary rates: 


Property: May 31,1937 
Tentative fair value of property .. $200,000 
Book value of property, less book 

accrued depreciation (approximate 
original cost of property, less book 
accrued depreciation) 118,293 

5 Mos. Ended 

Income Available for Return: May 31, 1937 

Operating revenue, 
company 

Operating expenses, per books of 
company 


Operating income, per books of com- 


Adjustments: 
Add: 
Increased allowance for annual 
depreciation 
Rent, Brookville office 


Deduct: 

50% of management fee 

Expenses inre: Federal Power 
Commission v. Solar Electric 
eg Pe eee 1 


Utility Clearing Corp. expenses "134 


613 


Income available for return (5 mos.) $10,410 
Income available for return (12 mos.) 24,984 

[8] It will be seen from the fore- 
going that the adjusted net income 
of the respondent for the five months 
ended May 31, 1937, was $10,410. 
When these five months’ figures are 
projected to a twelve months’ basis, 
the income available for return in 
1937 amounts to approximately $25,- 
000. In order to test the projected 
income of respondent for 1937 as de- 
termined in the foregoing calculation, 
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the Commission has carefully re- 
viewed the record to determine the 
operating income of respondent for 
1936. After giving consideration to 
adjustments of operating income for 
1936, it was found that the operating 
income for that year was also ap- 
proximately $25,000. The Commis- 
sion considers the projection of these 
figures for five months to a twelve 
months’ basis to be a proper and rea- 
sonable method of determining the 
tentative calculations of the revenues 
and expenses of respondent on an 
annual basis. 

[9] A fair return upon the tenta- 
tive fair value of the property as 
found herein is 6 per cent of $200,- 
000 or $12,000. The Commission 
estimates that respondent will have a 
return during 1937 of approximately 
$25,000, or about $13,000 in excess of 
a fair return. Temporary rates should 
be imposed within the bounds of rea- 
sonable certainty, and it appears to the 
Commission from this record, after 
giving full consideration to all matters, 
that the consumers of this company 
are entitled to an immediate reduc- 
tion of $13,000. However, since sev- 
eral of the operating expense items 
are of a questionable character and 
their exclusion from allowable operat- 
ing expenses may be considered in a 
different light upon final review of 
the record, the Commission is of the 
opinion that temporary rates should 
be filed reducing the gross operating 
revenue of the company approximate- 
ly $11,300 per annum, or slightly in 
excess of 11.3 per cent of gross rev- 
enue. 

[10] Book values assigned to fixed 
capital in the present instance are no 
doubt fair indices of the original cost 
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of the property of the company. At 
least the company has not specifically 
and directly shown to what extent, 
if any, such figures should be revised 
in arriving at original cost. The 
Commission is of opinion that the 
present book values assigned to fixed 
capital which represents respondent’s 
own entries are a fair approximation 
of the original cost of existing prop- 
erty. The company was required to 
keep its fixed capital records since 
1919 on an original cost basis, and if 
not so kept, the burden of proof is 
upon respondent to show the extent 
of any deviation therefrom. If the 
Commission, acting under the provi- 
sions of § 310 (e) of the law, pro- 
ceeded to the determination of a rate 
base predicated upon original cost less 
accrued depreciation, plus an estimat- 
ed allowance for working capital of 
$7,000, the rate base, upon which a 
return would be calculated, would not 
be in excess of $125,000. 

Under the terms of the statute, a 
5 per cent return on this rate base 
of $125,000 would be $6,250. This 
is so far below the amount of return 
permitted by this order that any slight 
error made in our estimate of original 
cost, reproduction cost less accrued 
depreciation, and income available for 
return could not be so substantial as 
to cause this order to be in violation 
of the statute. We feel that the rec- 
ord fully complies with the require- 
ments of § 310(a) and that a reduc- 
tion of $11,300, is a reasonable re- 
duction and within our statutory pow- 
ers to order. 

In this 


proceeding (Complaint 
Docket No. 11404) notice was given 
that the Commission would consider 
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the imposition of temporary rates, 
Section 310(a) provides as follows: 
“The Commission may in any pro- 
ceeding involving the rates of a pub- 
lic utility brought either upon its own 
motion or upon complaint after rea- 
sonable notice and hearing if it be of 
opinion that the public interest so re- 
quires, immediately fix, determine, 
and prescribe temporary rates to be 
charged by such public utility pending 
the final determination of such rate 
proceeding. Such temporary rates so 
fixed, determined, and prescribed 
shall be sufficient to provide a return 
of not less than 5 per centum upon 
the original cost less accrued depre- 
ciation of the physical property 
(when first devoted to public use) of 
such public utility used and useful in 
the public service, and if the duly 
verified reports of such public utility 
to the Commission do not show such 
original cost less accrued depreciation 
of such property the Commission may 
estimate such cost less depreciation 
and fix, determine, and prescribe 
rates as hereinbefore provided.” 
[11] Before coming to the final 
order in this matter, one other com- 
ment should be made. Prior utility 
regulation in Pennsylvania and other 
jurisdictions has been content to pre- 
scribe the allowable return to which 
the utility is entitled. This Commis- 
sion feels that one other step is equally 
essential, namely, that of indicating 
the character of the tariff under which 
the utility should operate. There is 
ample power in the statute to permit 
us to prescribe such tariffs, and a 
very recent opinion of the superior 
court in the case of Pennsylvania 


: Power & Light Co. v. Public Service 


Commission (1937) — Pa. Super. 
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Ct. —, 19 P.U.R.(N.S.) 433, 193 
Atl. 427, suggested that the Commis- 
sion exercise this prerogative. The 
Commission has exercised such pre- 
rogative in Pennsylvania Public Util- 
ity Commission v. Duquesne Light 
Co. (1937) 20 P.U.R.(N.S.) 1; 
Pennsylvania Public Utility Commis- 
sion v. Edison Light & P. Co. (Com- 
plaint Docket No. 11108, July 27, 
1937). The present tariffs of the re- 
spondent company contain a great 
many schedules and are set forth in 
such fashion as to be, if not incom- 
prehensible to the ordinary consumer, 
at least so complicated as to discourage 
study. We express the opinion that 
there is a great need for simplified 
tariffs containing a minimum number 
of schedules. In this case respondent 
company will be directed to simplify 
its tariff. 


We shall set forth the principles 
upon which the new tariff should be 
based, relating our discussion neces- 
sarily to the present tariffs of re- 


spondent. No change need be made, 
at this time, in the municipal street 
lighting rate. 

Service is now being furnished to 
the various classes of customers of 
respondent under the following rate 
schedules: [List of schedules omit- 
ted. | 

Respondent also has the following 
schedules in its filed tariff but no serv- 
ice is taken under any of them: [List 
of schedules omitted. ] 


All active and inactive rate sched- 
ules noted above shall be eliminated 
from the new tariff to be filed by re- 
spondent and the following block 
meter rate shall be substituted’ there- 
for, which shall be applicable to all 
classes of customers of respondent, 
except street lighting: 


First 7 kw. hr. or less 50¢ 

Next 43 “ “ @ 7¢ per kw. hr. 
a rE Se... 
ae ae CT ae. 
Over 1,000 ‘ “ “ 24¢ it “ “ 


[12] The above rates are net 
rates and no penalty shall be collected 
if customers do not pay their bills 
within the specified prompt payment 
period. However, respondent may, 
in the new tariff, provide that a dis- 
count, not to exceed 2 per cent, will 
be allowed for payment of bills with- 
in the prompt payment period. 

The application of the block meter 
rate to all classes of customers, ex- 
cept street lighting, based upon con- 
sumer consumption data furnished by 
respondent, will produce a reduction 
in gross revenue of approximately 
$11,300 and its adoption will be 
deemed compliance with the Commis- 
sion order. 

Aside from the street lighting rate, 
respondent has presently fifteen rate 
schedules in its tariff applicable to all 
classes of customers and this order 
eliminates all of these schedules and 
substitutes therefor one new rate 
schedule. 
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Re Independence Telephone Company 


[2-T-331.] 


Re Elk Creek Telephone Company 


[2-T-349.] 


Re Borst Valley Telephone Company 


(2-U-1125.] 


wm 


Consolidation, merger, and sale, § 61 — Authority for application — Partnership 
— Presumption. 

1. An application by a copartnership operating a telephone utility for au- 
thority to transfer property should not be dismissed on the ground that the 
sale has not been authorized by partners other than directors and officers 
of the copartnership, since the Commission must assume that an applica- 
tion by the officers of a utility constitutes prima facie a lawful application 
by such utility, p. 411. . 


> awa s° oo 


mom oy O 


Commissions, § 28 — Jurisdiction — Legal question — Authority for application. 
2. The Commission is not a court of competent jurisdiction to pass upon a 
legal contention that an application by officers of a utility operated as a 
partnership has not been authorized by all the partners, p. 411. 


Monopoly and competition, § 33 — Notice of extension — Rights of switching 
company. 

3. A telephone company rendering switching service to another utility but 
not operating directly in a town has no right to be notified of proposed 
extensions of facilities by a telephone utility operating in such town and 
to file objection and be heard in opposition to such extensions under provi- 
sions of § 196.50 (2), Statutes, since the switching company is not operat- 
ing in the town but is merely leasing the use of its exchange and connect- 
ing lines to the other utility, p. 412. 


§ 649 — Right to hearing — Customer. 

4. A statute entitling a customer to a hearing when his rates are increased 
is substantially complied with when, in proceedings relating to the transfer 
of a line from one utility to another resulting in a higher rate to the sub- 
scriber, he has testified at two hearings and moreover has paid the higher 
rate for approximately a year, p, 412. 


[September 24, 1937.] 
20 P.U.R.(N.S.) 408 
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EE by telephone companies for authority to extend 
lines and by another company to abandon certain telephone 
lines; respective rights of various companies determined. 


By the Commission: The prin- 
cipal issue presented to the Commis- 
sion in these proceedings is whether 
the Independence Telephone Company 
or the Elk Creek Telephone Company 
shall be authorized to serve the south- 
eastern corner of the town of Chim- 
ney Rock, Trempealeau county, a few 
miles north of the village of Inde- 
pendence. 

Involved in the determination of 
this issue is the question whether a 
telephone utility rendering switching 
service to another telephone utility 
but not operating directly in a town 
has the right to be notified of pro- 
posed extensions of facilities by a tel- 
ephone utility operating in such town 
and to file objection and be heard in 
opposition to such extensions by the 
Commission under provisions of 
§ 196.50 (2), Statutes. 

Also involved in these proceedings 
are two other matters: (1) The ap- 
proval or disapproval under § 196.80 
(1) (d), Statutes, of a sale already 
consummated of Borst Valley Tele- 
phone Company facilities to Elk 
Creek Telephone Company, and (2) 
the grant or refusal of authority to 
the Borst Valley utility to abandon 
certain lines under provisions of § 
196.81, Statutes. 

The facts as we know them are: 

Borst Valley Telephone Company 
is a copartnership with a nominal 
board of directors and officers who 
conduct the business. It operates 
les in the southern part of the town 
of Chimney Rock and the northeast 
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corner of the town of Burnside, 
Trempealeau county, and _ serves 
about fifty-five subscribers. These 
lines were built a score or more years 
ago through contribution of $30 by 
each member of the partnership. 

Independence Telephone Company 
operates in the town of Burnside and 
other municipalities but does not have 
any facilities nor subscribers in the 
town of Chimney Rock. It renders 
exchange service to Borst Valley sub- 
scribers under a switching arrange- 
ment, receiving $5.50 a year per 
switched subscriber out of the $8 
which each Borst Valley subscriber 
pays annually for service. 

Elk Creek Telephone Company has 
for some years served subscribers in 
the town of Chimney Rock, two of 
whom are in the southeastern corner 
of the town. 

Under an arrangement between the 
Independence and the Elk Creek util- 
ities, free connection is given sub- 
scribers on the two exchanges. Con- 
sequently, Borst Valley subscribers 
under the switching arrangement can 
call or be called by Independence or 
Elk Creek company subscribers as 
well as other Borst Valley subscribers 
without toll charge. In addition the 
Elk Creek utility has a free connec- 
tion arrangement with exchanges at 
Whitehall, Eleva, Pleasantville, and 
Strum and through these exchanges 
can reach Osseo, Pigeon Falls, Gil- 
manton, Mondovi, and Alma Center 
subscribers and Arcadia farmers with- 
out charge. 
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On September 11, 1936, the Com- 
mission received 2 complaint from the 
Independence Company that the Elk 
Creek utility was making an unau- 
thorized extension in Chimney Rock 
and buying part of the Borst Valley 
lines without Commission approval. 
Because parties desired the matter 
settled informally, considerable cor- 
respondence, several conferences, and 
an inspection by a Commission en- 
gineer were employed to this end. 
When, after lengthy negotiations, it 
became evident that the parties could 
not reach agreement, the Independ- 
ence Company on May 14, 1937, filed 
notice with the Commission and upon 
the Borst Valley and the Elk Creek 
utilities of its intention to build a line 
into the town of Chimney Rock to 
serve Ole D. Berg, Mike M. Kampa, 
John Burt, and the former Ole L. 
Olson farm in sections 35 and 36. 

The Elk Creek utility filed objec- 
tion on May 17th and stated that it 
was already serving the Berg and 
Burt premises, and also the farm of 
Allie Kiel in section 25, while it stood 
ready to serve the then unoccupied 
Kampa and Ole L. Olson premises 
when they should be occupied. 

Objection by the Borst Valley util- 
ity was filed May 25th on the ground 
that its lines and the Elk Creek utility 
were adequate to render service in the 
southeastern part of the town. 

These objections made a hearing 
necessary under provisions of § 196.- 
50 (2), Statutes. Such hearing was 
held before examiner W. A. Ander- 
son, pursuant to notice issued June 
3rd, at Independence on June 11th. 


APPEARANCES: Independence Tel- 
ephone Company, by J. A. Markham, 
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Independence, Attorney, and Lon F, 
Tubbs, Independence, Secretary; Elk 
Creek Telephone Company, by Ole J. 
Eggum, Whitehall, Attorney, and 
Thomas J. Sylla, Elk Creek, Secre- 
tary; Borst Valley Telephone Compa- 
ny, by Palmer Solfest, Secretary. 

At the conclusion of this hearing, 
parties stipulated that in order to 
bring all the facts properly before the 
Commission the Borst Valley utility 
would file application for authority to 
abandon service on its lines in the 
east half of section 35 and all of sec- 
tion 36, town of Chimney Rock; that 
the Elk Creek Company would file an 
application to extend its lines in the 
southwest quarter of section 25, the 
east half of section 35, and all of 
section 36 of the town; and that fur- 
ther hearing would be held on the In- 
dependence Company’s application at 
the same time as original hearings on 
the applications of the other two util- 
ities. 

The stipulated applications were 
filed June 28th with the Commission 
and hearing held July 30th at Inde- 
pendence before examiner Calmer 
Browy pursuant to notices of hearing 
sent the parties. 


APPEARANCES: Same as at June 
11th hearing. 

All three proceedings were taken 
upon one record. Subsequent to the 
hearing the Borst Valley utility filed 
an application for authority to sell 
and the Elk Creek Company an ap- 
plication for authority to buy partly 
dismantled lines in sections 35 and 
36, town of Chimney Rock, for $16. 
Also subsequent to the hearing both 
the Elk Creek and the Independence 


companies served upon the Eleva 
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Telephone Company a notice of in- 
tention to extend lines, because testi- 
mony at the hearing developed that 
this company also renders service in 
Chimney Rock. No objection having 
been made by the Eleva Company 
within the twenty days provided by 
§ 196.50 (2), Statutes, the two utili- 
ties are at liberty to proceed so far 
as the Eleva Company is concerned 
with whatever extension the Commis- 
sion authorizes as the result of hear- 
ings on their objections to the appli- 
cation of the other. 

[1, 2] The Borst Valley and Elk 
Creek utilities at the June 30th hear- 
ing had asked to have the record there 
taken stand for their application re- 
spectively to sell and to buy the partly 
dismantled lines. This request is 
hereby granted, particularly since the 
statute does not require any hearing. 
Counsel for the Independence Com- 


pany moved at the June 30th hearing 
that the Commission deny the sale 


and purchase applications on the 
ground that under § 123.06 (2), Stat- 
utes, the sale had not been authorized 
by partners other than directors and 
officers of the Borst Valley copartner- 
ship. This motion is overruled on 
the ground that the Commission is 
not a court of competent jurisdic- 
tion to pass upon the legal contention 
raised. The Commission in its work 
must assume that an application made 
by the officers of a utility constitutes 
prima facie a lawful application by 
such utility. 

The transcript of testimony in this 
proceeding involving telephone serv- 
ice to less than a half-dozen premises 
amounts to 206 pages. We need not 
go into the elaborate detail that the 
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record does. The important facts, 
however, are these: 

Mistakenly advised by Borst Valley 
utility officials that they had secured 
approval from the Commission, the 
Elk Creek Company in September, 
1936, bought about 35 poles, consid- 
erable old iron wire, and pole fixtures 
from the Borst Valley concern for 
$16 and began serving the one cus- 
tomer on the part of the line still in 
operation, Ole D. Berg. Berg was 
transferred because a neighbor ad- 
vised the Elk Creek utility that he 
wanted its service. Berg some time 
before had surrendered his $30 share 
to the Borst Valley utility. Without 
serving notice upon the Commission 
or upon other utilities entitled to no- 
tice under § 196.50 (2), Statutes, the 
Elk Creek Company reconstructed 
part of the purchased line, removed 
other portions, built some new line, 
and extended service to John L. Burt 
and to Allie Kiel in addition to Berg. 
All this was done before the end of 
1936. 

Berg testified that he favored Inde- 
pendence Company service, but such 
service is available to him as an Elk 
Creek subscriber under the free in- 
terconnection arrangement. The sec- 
retary of the Elk Creek utility testi- 
fied that he had visited Berg and had 
bought his instrument for $7 in order 
to eliminate any dissatisfaction and 
had been assured that Berg was satis- 
fied with the Elk Creek Company 
service. Both Burt and Kiel testi- 
fied on July 30th that they were satis- 
fied with the service they were getting 
from the Elk Creek utility. 

The Independence Company sub- 
mitted testimony at the June 11th 
hearing by Kampa and by the special 
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deputy bank commissioner in whose 
hands the former Ole L. Olson farm 
now is that Independence Company 
service was preferred for these two 
premises. Kampa, however, had no 
tenant residing on his farm at that 
time. He has since secured a tenant, 
but this tenant is not now interested 
in telephone service, according to the 
Elk Creek Company secretary. There 
is no tenant on the former Ole L. Ol- 
son farm. 

From this evidence we conclude 
that the three subscribers connected 
by the Elk Creek Company in late 
1936 are satisfied with their present 
service. We therefore see no reason 
for ordering any change in their serv- 
ice. 

Unquestionably the extension of 
service in 1936 by the Elk Creek Com- 
pany, at least to Burt and Kiel who 
were not subscribers on the purchased 


Borst Valley line, was not in accord- 
ance with the statute nor with the 
Commission’s rules on telephone ex- 
tensions in towns where other tele- 


phone utilities operate. However, the 
Borst Valley Company, only telephone 
company in the town that was direct- 
ly affected, had agreed by its officers 
to the Elk Creek Company plan. 
[3] The Independence Company is 
not now and was not operating in the 
town of Chimney Rock and was not 
entitled to notice from the Elk Creek 
Company before the extension was 
made. The Independence Company in 
switching the subscribers of the Borst 
Valley Telephone Company is merely 
leasing use of its exchange and con- 
necting lines to the Borst Valley con- 
cern to the extent that subscribers of 
the Borst Valley utility require use of 
such facilities. This switching serv- 
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ices gives the Independence Company 
no standing as a utility in the town 
of Chimney Rock. 

Whether the Commission needs to 
approve the $16 sale of equipment by 
the Borst Valley to the Elk Creek 
Company under § 196.80 (1) (d), 
Statutes, is doubtful, since approval 
is required only for sale of an “op- 
erating unit or system.” We need 
not resolve the doubt, however, since 
we shall authorize the sale without de- 
termining whether the lines in ques- 
tion constitute “an operating unit or 
system.” The price of $16 is reason- 
able in view of the age and poor con- 
dition of the poles, wire, and fixtures 
revealed by the testimony. 

Inasmuch as only one customer, 
Ole D. Berg, was receiving service on 
the lines abandoned or sold and he 
now receives satisfactory service from 
the Elk Creek Company, we shall au- 
thorize the abandonment of lines by 
the Borst Valley Company in sec- 
tions 35 and 36, town of Chimney 
Rock. 

[4] Under our statutes a customer 
whose utility rates are increased is 
entitled to a hearing. Mr. Berg pays 
$12 to the Elk Creek Company as 
compared with $8 he paid annually to 
the Borst Valley concern. He has 
paid the higher rate for approximate- 
ly a year, is shown to be satisfied 
with his present service both by his 
own testimony and that of the Elk 
Creek Company secretary, and at two 
hearings had opportunity to be heard 
on any complaint he might have. We 
therefore consider that there has been 
substantial compliance with § 196.20 
(2), Statutes. 

The Commission has met and con- 


sidered all the facts and the evidence 
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in these matters and has made the 
fndings and determinations herein- 
after stated. 

The Commission therefore finds 
and determines : 

1. That public convenience and ne- 
cessity will best be served by author- 
izing the Borst Valley Telephone 
Company, a copartnership, to aban- 
don its facilities and to discontinue 
the rendering of telephone service in 
the east half of section 35 and all of 
section 36, town of Chimney Rock, 
Trempealeau county, Wisconsin, and 
by authorizing the company to sell and 
the Elk Creek Telephone Company 
to buy the said facilities for the sum 
of $16. 

2. That public convenience and ne- 
cessity require that the Elk Creek 
Telephone Company be authorized 
to extend its facilities in sections 25, 
35, and 36, town of Chimney Rock, 


Trempealeau county, Wisconsin, to 
render telephone service to the prem- 
ises of Allie Kiel, Ole D. Berg, and 
John L. Burt. 

3. That public convenience and ne- 
cessity require that the Independence 
Telephone Company be denied author- 
ity to extend its facilities into the town 
of Chimney Rock, Trempealeau coun- 
ty, Wisconsin, as herein applied for. 

It is therefore ordered, that the sale 
of facilities described in Finding No. 
1 be and hereby is approved and that 
Elk Creek Telephone Company be 
and hereby is authorized to extend its 
facilities as described in Finding No. 
2. 

It is further ordered, that the ap- 
plication of Independence Telephone 
Company for authority to extend its 
facilities into the town of Chimney 
Rock, Trempealeau county, Wiscon- 
sin, be and hereby is denied. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re New York Telephone Company 


[Case No. 9086.] 


Rates, § 558 — Telephones — Hand-set charges. 
Elimination of all monthly charges for hand-set telephone instruments was 


required. 


[October 5, 1937.] 


et peice on motion of Commission as to rates, charges, 
and rentals for hand-set telephones; elimination of charges 


for hand sets ordered. 
> 
Mattsiz, Chairman: I have re- desirability of removing all charges 
cently discussed with officers of the for hand sets. 
New York Telephone Company the In February of this year, the Com- 
413 20 P.U.R.(N.S.) 
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mission issued an order eliminating 
the charge to all subscribers who had 
made payments for a 2-year period 
or more. The order also provided 
that after January 1, 1938, the period 
during which payment would be re- 
quired at the rate of 10 cents per 
month, would be reduced from two 
years to eighteen months, so that after 
that date any subscriber who had paid 
the monthly charge for eighteen 
months would thereafter be relieved 
from any further charge. This order 
was the result of negotiations and was 
accepted by the company with reser- 
vations as to any future action it might 
decide to take in case it found its 


revenues seriously impaired by in- 


creased charges. 

At that time, I said to the company 
that we would discuss this fall wheth- 
er it would not then be possible to 
eliminate the charge completely. The 
company officials replied that they 
would be willing to discuss it but with- 
out any commitments at that time. 

The legislature of 1937 increased 
the tax burden of the company; but 
there has also been an improvement in 
business conditions since the first of 
the year. This improvement was quite 
marked until recently and might have 
justified an immediate elimination of 
the hand-set charge had it not been 
for the increase in taxes. 

But as conditions now stand, I have 
been advised that if the Commission 
decides to order the elimination of all 


charges for hand sets after January 
1, 1938, the company will accept such 
an order but under protest and with 
the usual reservations as to future ac. 
tion under changed conditions. 

The saving to subscribers as a result 
of the order of last spring reducing 
the hand-set charge was estimated to 
be about $830,000 per annum at the 
reduced rate in effect prior to Janu- 
ary 1, 1938, and about $1,150,000 
in 1938. Experience shows that these 
savings were underestimated to the 
extent of about $240,000 in 1937 
and about $150,000 in 1938. The 
elimination of the monthly charge 
as now ordered will result in addi- 
tional savings to subscribers of about 
$625,000 per annum; and the result 
of both orders will be that during the 
year 1938 telephone subscribers will 
save as compared with the rate in ef- 
fect at the beginning of the current 
year before any order was issued, be- 
tween $2,150,000 and $2,200,000, de- 
pending somewhat upon the extent to 
which subscribers use the hand sets 
during the coming year. 

Upon September Ist, the New York 
Telephone Company had in service 
1,558,891 hand sets, or 62 per cent of 
the total number of stations in service. 

I recommend the adoption of an 
order which will eliminate all monthly 
charges for hand sets beginning with 
the first billing period after January 
1, 1938. 


All concur. 





20 P.U.R.(N.S.) 
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RE BROWN-ATCHISON ELEC. CO-OP. ASSO., INC. 


KANSAS STATE CORPORATION COMMISSION 


Re Brown-Atchison Electric Cooperative 
Association, Incorporated 


[Docket No. 17631.] 


Electricity, § 8 — Transmission lines — Interference with telephone lines. 
1. Plans and specifications for construction of an electric transmission line 
upon and along highways should not be approved unless they provide that 
no conductor of the electric transmission line shall be grounded where 
grounded telephone lines use the same highway, p. 416. 


Electricity, § 2 — Powers of Commission — Rules and regulations — Wires on 


highway — Interference. 


2. The Commission has power to prescribe reasonable rules and regulations 
with respect to stringing and maintaining wires on the highways of the state 
where there is danger or possibility of unreasonable interference to the 
wires or service of one utility by those of another utility, p. 416. 


Damages, § 2 — Powers of Commission. 


3. The Commission does not have power to assess damages in favor of one 
utility as against another where there is interference between wires on a 


public highway, p. 416. 


Electricity, § 8 — Wires on highways — Interference. 
4. Any utility using the highways for transmission purposes must con- 
struct its lines according to the best known methods to prevent interfer- 
ence, although both electric transmission utilities and telephone utilities 
have the right to use the public highways, p. 416. 


[October 2, 1937.] 


Papers by electric codperative association for approval 

of plans and specifications and location of a proposed elec- 

tric power transmission line; approval granted subject to com- 
pliance with specified conditions. 


By the Commission: Now on this 
2nd day of October, 1937, the Com- 
mission having had under considera- 
tion the above application and the evi- 
dence offered in support thereof, as 
well as the evidence of the protestants 
finds : 


First. That the plans and specifi- 


415 


cations presented by this application 
provide for the construction of an 
electric transmission line upon and 
along the highways in Brown, Doni- 
phan, Atchison, Nemaha, and Jack- 
son counties and that such plans and 
specifications comply with the require- 
ments established by the Bureau of 
20 P.U.R.(N.S.) 





KANSAS STATE CORPORATION COMMISSION 


Standards where a grounded wye type 
circuit is used. 

[1] Second. That along the high- 
ways where said proposed transmis- 
sion line is to be constructed, there 
are certain telephone lines now in use 
known as grounded circuits. 

Third. That where an electric 
transmission line, one or more wires 
of which are connected to the ground, 
and a grounded telephone line parallel 
on the same highway, the inductive 
interference seriously impairs and 
may destroy the commercial use of 
the telephone line. 

Fourth. That where such parallel 
lines on the highways are metallicized 
and properly codrdinated, inductive 
interference is greatly reduced and 
does not prevent commercial use of 
the telephone. 

Fifth. That the plans and specifi- 
cations should not be approved unless 
they are so modified as to provide that 
no conductor of the electric transmis- 
sion line shall be grounded where 
grounded telephone lines use the same 
highway and if said plans and specifi- 
cations are so modified, should be ap- 
proved. 


Conclusion of Law 
First. Under Section R. 


[2, 3] 
S. 66-183, the Commission has the 
power to prescribe reasonable rules 


and regulations with respect to string- 
ing and maintaining wires on the high- 
ways of the state where there is dan- 
ger or possibility of unreasonable in- 
terference to the wires or service of 
one utility by those of another utility, 
but the Commission does not have the 
power to assess damage in favor of 
one utility as against another. 

[4] Second. Electric transmission 
companies and telephone companies 
have the right to use of the public 
highways in this state, but neither has 
the right to use such highways to the 
exclusion of the other. It is therefore 
the duty of any utility company using 
the highways for transmission pur- 
poses to construct its lines according 
to the best known methods to prevent 
interference. 

It is therefore by the Commission 
ordered: That the plans and specifi- 
cations as set forth in the application 
are not approved unless they are so 
modified that no conductor of the elec- 
tric transmission line is grounded and 
when so modified, said plans and 
specifications shall be approved; pro- 
vided that subject to the approval of 
the Commission mutual agreements 
may be made by the parties relating 
to the use of grounded conductors 
where lines parallel on the same high- 
way. 





20 P.U.R.(N.S.) 





Ting- 
high- 
dan- 
le in- 
ce of 
tility, 
re the 
or of 


ssion 
anies 
ublic 
r has 
o the 
efore 
using 
pur- 
ding 
event 


ssion 
ecifi- 
ation 
re SO 
elec- 
| and 

and 
pro- 
al of 
nents 
ating 


1igh- 





Industrial Progress 





General Motors to Build 
New Plant 


ONSTRUCTION of a new plant to house the 

Sunlight electrical division of General 
Motors in Warren, Ohio, will begin shortly, 
according to John B. Estabrook, general man- 
ager. The building will be 240 feet by 500 
feet, one story high, and will provide about 
120,000 square feet of floor space. 

The new plant will be modern in every detail 
and almost double the present manufacturing 
space, providing a greater capacity for the pro- 
duction of fractional horsepower motors, the 
company’s product. 

The new structure will be the third major 
expansion by General Motors in Warren in the 
last two years. Two additions have been made 
to the Packard electric division, the latest 
being completed a short time ago. 


High Voltage Switchgear Bows 
to Modern Stylist 


HE Delta-Star Electric Company, rat 
Illinois, announces an eight unit 7.5 K.\ 
Metal-Clad Switchgear with rectangular in- 
struments, meters and relays. The front is 
illuminated by a streamlined lighting fixture. 
Enclosed in the satin-enamel finished die- 
formed safety steel enclosures are the oil cir- 
cuit breakers, instrument transformers and in- 

sulated buses. 

The switchgear is of the vertical-lift type 
in which the oil circuit breakers are removed 
and inserted by means of a truck. 


New Kelvinator Factory Opened 
in Chicago 


NEw Kelvinator Factory Branch, headed 

by J. L. Conover as. manager, has been 
opened at 2451 South Michigan Avenue, 
Chicago, according to a recent announcement 
by Ralph C. Cameron, sales manager of House- 
hold Appliances, Kelvinator Division, Nash- 
Kelvinator Corporation. Mr. Conover was 
formerly Kelvinator’s western regional man- 
ager. 

The new Branch will handle all Kelvinator 
household appliances, including electric re- 
frigerators, ranges, washing machines and 
ironers. Its territory will cover Chicago and 
adjacent areas, including parts of Wisconsin, 
Illinois and Indiana. 

Sam Nides, formerly for many years with 
R. Cooper, Jr., a well known Chicago dis- 
tributing organization, has been appointed 
sales manager of the new Branch. Other mem- 
bers of the Branch personnel include: C. H. 
Best, accountant and office manager; H. J. 
Freer, assistant to Mr. Best, and G. H. Bloom, 
in charge of the Order Department. 


Technical Provisions Changed 
in Electrical Code 


HE 1937 edition of the National Electrical 
Code, for which the National Fire Pro- 
tection Association is sponsor, according to 
the sectional committee procedure of the 
American Standards Association, is now being 
distributed by its publisher, The National 


Streamlined 
Lighting 
Fixture for 
this Switch- 
gear 
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Board of Fire Underwriters. The project is 
listed as Cl by the American Standards Asso- 
ciation and the new edition has been declared 
an approved American Standard. 

The new edition includes a great number of 
changes in technical provisions for the installa- 
tion and use of electric wiring and apparatus 
in buildings. They are for the most part of 
relatively minor significance when contrasted 
with the import of the text as a whole and its 
long-time nation-wide application in its field. 

The new edition is, however, outstanding in 
the whole series of twenty or more editions 
because of the complete change in editorial 
form and arrangement. 

An article describing these changes and re- 
viewing the history of the code appears in 
the October, 1937, issue of Industrial Stand- 
ardization and Commercial Standards Monthly 
published by the American Standards Asso- 
ciation. 


Safety Engineering Service 


pe Sets of American Mutual Liability 
Insurance Company in safety and re- 
habilitation work are described in a 16-page 
booklet issued by this Boston company. 

It is the policy of the American Mutual 
Liability Insurance Company to furnish its in- 
dustrial policyholders a safety engineering 
service comparable in quality to that which 
would be afforded by a sincere and successful 
consulting engineering firm specializing in acci- 
dent prevention engineering. 


Humless Contactor 


F® use where noise reduction is important, 

General Electric has announced a new line 
of d-c operated a-c contactors which will not 
hum during operation, according to a recent 
announcement. The new devices were de- 
veloped as a result of a growing demand from 
hotels, hospitals, and schools for equipment of 
this type. They are also entirely suitable for 
use in office buildings, theatres, auditoriums, 
central-station substations, stores, ocean liners, 
show rooms, large private residences, and 
similar places where magnetic hum is objec- 
tionable. 

The contactors have the following salient 
features: only a small amount of power is 
required to hold the circuit closed; they are 
unaffected by normal voltage variations; they 
are inexpensive and relatively simple in con- 
struction ; their current-carrying parts are con- 
servatively rated on an eight-hour basis at 600 
volts; and they can be used on either a-c, 
through rectifiers, or directly on d-c where 
available. 


Tire Prices Advanced 


G oopricH, Goodyear, Firestone and General 


recently raised tire prices from 1 per 
cent to 6 per cent in line with price advances 
made by U. S. Rubber Co. 
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Temporary Pole Step 


ie opti is a temporary pole step now 
being used by linemen in place of spikes, 
Consisting of a malleable iron step with chain 
attachment, the device prevents scarring of 





Step is easily adjusted 


the pole and so helps prevent decay. It may 
be used between the ground and the first per- 
manent step and at the top of the pole when 
working on cross arms or wire connections. 
The step may be used on wood, metal, or 
cement poles and is considered an additional 
safety factor, since its design is such that 
pressure wedges and tightens the chain grip. 

It is cast of lightweight, durable, malleable 
iron. 


Radios and Refrigerators 
Increase Utility’s Load 


gf i remarkable growth in the use of elec- 
tric refrigerators and radios in the home 
during the comparatively few decades that 
these two household units have been on the 
market is indicated by a recent survey made 
by the Sales Department of Public Service 
Electric and Gas Company, Newark, N. J. . 
The company estimates its sales of electricity 
for the operation of radio sets and household 
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Millions of feet of ELECTRUNITE Tubing have been installed in all types 
of boilers and heat transfer equipment. They are used in high and low 
pressure, fire tube and water tube boilers of both straight and bent tube 
types by leading railroads, central power stations, boiler manufacturers, 
ship owners and general industrials. Round, uniform in wall thickness 
and diameter, full normalized in controlled atmosphere furnace with 
a smooth scale-free surface and a weld as strong as the wall, they are 
accepted by the A.S. M. E. Boiler Code; U.S. Department of Commerce, 
Steamboat Inspection Service; American Bureau of Shipping; Lloyd’s 
Register of Shipping. Made of open-hearth steel, copper-bearing 
steel or rust-resisting Toncan Copper Molybdenum Iron in a complete 
range of sizes and gauges. . . .Write for complete, detailed information. 


Steel and Tubes... 


WORLD'S 


CLEVELAND .... OHIO 


hen writing Republic Steel Corporation (or Steel and Taubes, Inc.) for farther information, please address Department PF. 
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electric refrigerators in 1936 at approximately 
197,000,000 kilowatt hours. This is equal to 
the entire electric sales of the company to all 
its customers in 1915. Whereas the first house- 
hold electric refrigerator did not appear on the 
market until 1914, Public Service estimates 
its sales of current for household refrigera- 
tors last year at 122,000,000 kilowatt hours, as 
much as its entire production of electricity in 
the year 1912. 

It is estimated that there are now more than 
300,000 residential customers in Public Serv- 
ice territory using electric refrigeration, This 
is an average of one electric refrigerator for 
about every three residential customers. Five 
years ago only about one out of seven residen- 
tial customers had an electric refrigerator. 

While not as large as the electric refrigera- 
tion load, consumption of electricity for radio 
sets in Public Service territory last year is 
estimated by the company at approximately 
79,000,000 kilowatt hours which is equal to the 
company’s entire electric sales in 1909. The 
number of radio sets in the territory is esti- 
mated at about 770,000. 


Linemen’s Equipment 


Bw linemen’s equipment is described 
in a 32-page catalog issued by W. M. 
Bashlin Company, Grove City, Pa. 

Since 1926 when the first Bashlin semi-float- 
ing tool belt was designed and accepted as a 
real contribution to safety, the Bashlin com- 
pany has been producing safety first equipment 
especially for public utilities. A branch sales 
and service office is located in Fort Worth, 
Texas. 


Four Wheel Drive Truck 


HE maneuverability of the new utility 

truck, FWD Model SSU, manufactured 

by the Four Wheel Drive Auto Company, 

Clintonville, Wis., is one of its most important 
features. 

Power steering, dual tires, front and rear, 

and a-special two-speed clutch enable this 
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truck to go “over the fields and far away” 
when necessary, as was the case with the truck 
shown in the accompanying illustration. This 
model, equipped with an earth boring machine, 
is one ‘of the two being used in the erection of 
power transmission lines and was recently de- 
scribed in the September 16th issue of this 
magazine. 


1937 “Modern Refractory 
Practice” Now Available 


ODERN refractory practice—Second Edi- 

tion, has just been published by Harbi- 
son-Walker Refractories Company, Pitts- 
burgh, Pa. The 1937 volume contains 296 
pages, 52 illustrations, 97 charts and tables 
and index. 

Covering every phase of the subject of in- 
dustrial furnace refractories, this publication 
is actually a practical service handbook, an 
up-to-date technical review, and a complete 
catalog combined in a single volume. While it 
follows the general lines of the first edition, 
published in 1929, the book has been com- 
pletely rewritten, and increased in size from 
180 to 296 pages. 

Sixteen full-page furnace drawings have 
been prepared on the basis of current industrial 
practice in coOperation with engineers special- 
izing in furnace design. These drawings show 
in detail the standard types of refractories 
used at every point, as well as alternate types 
used to meet special conditions of operation, 
A discussion of the particular problems en- 
countered in the use of refractories in each 
type of furnace is also included. 

An entire chapter is devoted to suggestions 
of a practical nature regarding the selection, © 
care and use of refractories, including order- 
ing and handling brick, bonding methods, the 
best ways to provide for thermal a 
arch construction, design and placement o 
skewbacks, and factors affecting service life. 
Another new chapter, “Refractories and Their ~ 
Properties,” gives basic technical data on the 
composition, structure, and properties of re- ~ 
fractories as affected by furnace temperatures, 


An FWD Utility 
Truck with Earth 
Boring Machine 
Proceeds to the 
Next Digging 
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Because Copperweld fence fabric and barbed wire 
are made from the same non-rusting wire used so 
successfully by railroads, public utilities and other 
industries for over twenty years as conductor and 
guy and messenger strand. The THICK outer 
layer of pure copper, inseparably molten-welded 
to a tough steel core, can’t wear off and will not 
rust. The high-strength steel core prevents sag- 
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furnace gases and slags. A glossary and a 
selected list of minerals and rocks of signifi- 
cance to those concerned with refractories is 
unusually complete. 

A new arrangement of formulas for calcu- 
lating brickwork permits simple application by 
practical operating men, while at the same time 
offering a more fundamental approach for 
engineers who wish to use it. The tables show- 
ing combinations of brick required to turn 
circles call for much less interpolation than in 
the past, as the diameters are given in one- 
inch intervals within the range of dimensions 
commonly employed. Tables for combinations 
of brick required to form arches of various 
spans and rises have been expanded and im- 
proved. ‘ 

In recent years a number of new types and 
classes of refractories have been introduced; 
and the list of standard and special sizes 
available in the various types and classes has 
been considerably expanded. A complete re- 
view of all available sizes and shapes, illus- 
trated by dimensional sketches, is a valuable 
feature of the volume. 

The price of the book is $2.50, but it is 
offered without charge to users of refractories. 
For student use, the price to faculty members 
of universities and colleges, is $1.25 for single 
copies and $1.00 in Jots of six or more. 


A T & T Completing Largest 
Project Since 1930 


HE last of a line of some 12,000 telephone 

poles across a 290-mile stretch between 
Amarillo, Tex., and Albuquerque, N. M., the 
final link of the Fourth Transcontinental tele- 
phone line, are being set in place by the 
American Telephone & Telegraph Company. 
The erection of these poles is part of the 
largest construction project undertaken by the 
company since 1930. 

In addition to the pole line job between 
Amarillo and Albuquerque, the project in- 
cludes the stringing of a system of wires 
through these points from Oklahoma City to 
Whitewater, Calif., where cable connection is 
made to Los Angeles. Several hundred men 
are employed on this project, the cost of 
which will exceed $2,000,000. 

In addition to regular telephone channels 
the Fourth route will be equipped to carry 
broadcasting circuits for the radio net-works 
and channels for telegraph, teletypewriter 
and picture-transmission. It is expected that 
the line will be in commercial operation by 
the end of the year, although the work on the 
12-channel carrier systems will not be com- 
pleted until a later date. 


Arc Welding Foundation News 
Describes Award Program 


TE first issue of Arc Welding Founda- 
tion News was published recently by The 
James F. Lincoln Arc Welding Foundation. 
Progress of the Foundation’s $200,000 award 
program and other matters relating thereto 
are described in detail. A statement on 


DEC. 9, 1937 


“What Arc Welding Means to Industry” j; 
made in this initial issue by James F. Lin. 
coln, president of the Lincoln Electric Com. 
pany in whose honor the Foundation was cre. 
ated. The reader also is introduced to off- 
cials of the Foundation who include Dr. E. f, 
Dreese, chairman of the Department of Elec. 
trical Engineering of Ohio State University, 
W. B. Stewart, a member of the Cleveland 
Bar, H. R. Harris, vice president of the Cen. 
tral National Bank of Cleveland, and A, F. 
Davis, vice president of the Lincoln Electric 
Company, who is secretary of the Founda- 
tion. 


G-E Announces New Manual 
Remote Control 


8 particular interest to those who operate 
oil circuit breakers with a manual remote 
control is a new mechanism for this purpose 
developed by the General Electric Company. 
Designed for use with Types FK-42 and FK- 
143 breakers, the new device requires 30 per 
cent less manual effort and decreases strain 
on the supporting panel by 75 per cent, accord- 
ing to the manufacturer. 

A toggle arrangement in the new horizontal 
hanger and crank at the breaker is one of the 
reasons for the increase in operating ease. By 
the use of this arrangement, the force applied 
to the operating handle is multiplied because 
of the leverage effect obtained in the toggle. 
In addition to decreasing the force that is 
necessary to operate the mechanism, the toggle 
provides the same 90-degree direction change 
as the previous type of mechanism. 


Page Steel and Wire Issues 
New Booklet 


BOOKLET on Stainless Steel Electrodes, 

containing considerable information re- 
garding the various grades of Stainless Steels 
and the procedure for welding them, has just 
been published by the Page Steel and Wire 
Division of American Chain & Cable Company, 
Inc., Monessen, Pa. A copy will be sent on 
request. 


Lux Fire Fighting System 


< pee raga Fire in Power Plants” is the - 
subject of an illustrated 12-page e 

let issued by Walter Kidde & Company, Inc, 
Bloomfield, New Jersey. F 

It is pointed out that anaylsis of fires om 
electrical properties has shown that often the 
extinguishing agent, rather than the fire itsell 
is the principal cause of a breakdown. The © 
Lux system for extinguishing fires smu 
fing out” the flames without causi to 
equipment is described. Its freedom from 
damaging after-effects is the reason why tf 
Lux system has been installed in many power 
plants, according to the manufacturers 0 
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stry” is 
F. Lin. 


a aa PENNSYLVANIA 
anual cok fi r « 
wl TRANSFORMERS 


remote 
urpose 
d FK. 
“ 
30 per IS important addition to the 
Peas. Pennsylvania line offers the same 
| assurance of dependability and long 
pee life that has characterized every Penn- 
= By sylvania transformer ever built, and 


pplied embodies these traditional Pennsyl- 


cause vania advantages: 
oggle. 
hat is CIRCULAR COILS .. . which withstand se- 


toggle verest short-circuits without injury or dis- 
hange : 
tortion, 


REINFORCED INSULATION . . . which pro- 
tects against high voltage surges of steep 
"S wave-fronts. 


DETACHABLE BUSHINGS .. . which are 
bolted externally and permit replacement 
without cover removal. 





Steels ROUND STEEL TANKS . . . made of rust-resisting copper-bearing steel; strong and sturdy. 


Pennsylvania Transformer Co. 
1701 Island Avenue, N. S., Pittsburgh, Pa. 


§ 


¢ 


sewage Fis 


Rags 
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Yes — 
Indirect Lighting IS Best 
For YOUR Customer! 


BUT 


CAN YOU 
PROVE IT! 


Guth Super IMluminator 


GUTH ans LIGHTING 
New. Demonstration Kit Brings 
Good Lighting Jo Your Customer 


WRITE 
FOR 
FULL DETAILS 


The EDWIN F. GUTH Co. 
2615 Washington Bivd. 
St. Louis, Mo. (above): New Guth Lighting Kit 
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he CLEVELAND BABY DIGGER 


sets the Pace for Economic Pipe-Laying— 
eeting Completely Today's Trench Con- 
struction Demands 


You, like all alert men in the utility field, are 
seeking cost saving equipment. 

The trend of the times is toward the use of 
modern efficient mechanical equipment. For 
the trench digging operation you will find the 
Cleveland Baby Digger standard value. 


Unsurpassed for continuous low maintenance 
and operation costs and general adaptability for 
use on the maximum percentage of your work. 
Add to these characteristics, its dependability 
and ruggedness and you have the ideal equip- 
ment for time and money saving. 


its the Job—Gets to the 
Job—Does the Job 


oday’s Cleveland Baby Digger Model 95 is 
he complete answer to Public Utility re- 
lirements. 


o compact and easy to handle, it affords 
imum machine-usage in the crowded 
unditions of cities and towns and yet, so 
ugged and powerful it handles the most dif- 
ult digging with minimum service inter- 
ptions. With the “Baby Digger” you dig 
ore trench in more places at least cost. Let us furnish details and specifications. 


nother important “Cleveland” idea that 
iminates hold-ups, cuts waste time and 
creases usability — high-speed, low-cost 
nsportation via special trailer. Baby 
Digger loads and unloads in 10 to 15 
hutes and travels from job to job at 


THE CLEVELAND TRENCHER COMPANY 


“Pioneers of the Small Trencher” 
00 ST. CLAIR AVE. 


The CLEVELAND 
BABY DIGGER Model 
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Picture o f a 


MAN IN BED 


To test the operation of a bed 
cooler, Electrical Testing Labora- 
tories found it necessary to approxi- 
mate the effect of a man sleeping in 
bed. Hence this apparently compli- 
cated arrangement, (pictured above) 
was set up in a room of our air con- 
ditioning test house. By such means, 
E. T. L. is enabled to secure the 
Facts on new developments. 

For those concerned with taking 
the guess out of air conditioning, 
E. T. L. offers an interesting book- 
let, entitled, “Testing of Air Condi- 
tioners.” If you would like a copy, 
just write— 


ELECTRICAL 
TESTING 
LABORATORIES 


DAVEY LINE CLEARING SERVICE 


Competent Men 


@ Tactful 
@ Specially Trained 
@ Resourceful 


@ Well Supervised 


Always use dependable Davey Service ; 


DAVEY TREE EXPERT CO. ENT, 08 


DAVEY TREE SERVICE 








P. U.R. Question Sheet Pla 


N educational opportuni 
for public utility men. 
fortnightly quiz of ten questions — 
and answers on practical finan- ~ 
cial and operating questions dis- | 


cussed and decided by the State © 
Commissions in their investiga-— 


tions of public utility companies, 


$25.00 a year for the Public Utilities _ 
Fortnightly with Question Sheets and 
answers. 

$10.00 a year for Question Sheets — 


and answers alone. (This subscription — 


is for those who have access to 
Public Utilities Fortnightly.) 


For further information address — 


PUBLIC UTILITIES REPORTS, 


1038 Munsey Bldg., Washington, D, C. "i 
oe 
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TAYLOR STOKERS 
FURNACES (Woter-Coolec 
— CLS ASH HOPPERS 


4 = Be = TAYLOR STOKER UNITS 























Ln jf 


ri, 
DW excovce 718 5 Val 


Taylor Stokers & 
Eliminate a Costly 
Step 7 


Coal for a Taylor Stoker can go 
direct from railroad car to stoker. 
Preparation is never needed, be- 
cause Taylor Stokers burn coal of 


any size as it comes from the 
mines. Thus this short cut in coal 
handling assures a big cut in your 
coal cost. This is but one of many 
reasons Taylor wins selection— 
when buyers of stokers insist on all 
the facts. 














Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO H 





PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AU*x 
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RILEY PULVERIZE 


im Central Stat 





Plant after plant in the Public Utility industry has swung to f 
Pulverizers ... definitely establishing Riley as one of the lead 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Orde 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Til. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co, 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH ~ Madara CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. P. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS -AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL“CLAD INSULATED SETT 
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Now on display / 


- NEW 1938 CHEVROLET 
TRUCKS 


‘THE THRIFT CARRIERS FOR THE NATION” a! 


IN = LOW-PRICE nen a 


The new Chevrolet Panel Deliveries are 
NEW CHEVROLET available in four chassis sizes: the Sedan 


HALF-TON PANEL Delivery (11234" wheelbase), the half-ton 
112” wheelbase Panel (112” wheelbase), the 3{-ton and 
1-ton Panels 


(122\4" wheelbase), 

and the 1\%-ton == 
Panel (131%’ 
wheelbase). 











op 


~— 





yy ‘) 
© Syaox oF s™° 
Chevrolet offers a wide variety of Stake NEW CHEVROLET 


and Platf bodi heelbases that 

will sivoaul alee on bate job. 144-TON STAKE MODERN APPEARANCE 

These popular Stake trucks may be had 13114” wheelbase 

in %-ton and 3 

I-ton on 12234" om 34-TON AND 1-TON CHASSIS 

wheelbase, 144- = 

ton on 1314" ~y : 

and 157" wheel — : P. FIVE WHEELBASE LENGTHS 
ases. The 2 


stock racks are : 
ted ‘h : 
mounted on the ~\ MODERN BODY EQUIPMENT 
MASTERLY PERFORMANCE 


NEW CHEVROLET The new Chevrolet Pick-up is available in 
id of sizes. Th Cc 
%-TON PICK-UP Piticup (i1s¢' whecibase) combions ore | LONG LIFE AND STABILITY 


passenger car comforts with commercial 


1224” wheelbase ili 
4 ‘ utility. Other ECONOMY OF OPERATION 


models include 

the half-t 

the half-ton on AND MAINTENANCE 

the %-ton and 

the 1-ton on | CHEVROLET MOTOR DIVISION 


122%" wheel- 
and 1- General Motors Sales Corporation 


DETROIT, MICHIGAN 


THERE IS A NEW CHEVROLET TRUCK TO See your CGhevrotel 1)) VILE 


MEET YOUR HAULAGE REQUIREMENTS 
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Inside Information 


On The Burnham Gas Boiler 


S° much stress is put these days on 

dolling up boilers to make them 
look good, that their make-good is all 
too often secondary. 


That’s not so with this Burnham. 
Its make-good was first-and-foremost 
proven. A. G. A. approved under the 
latest regulations. 


We are not going into details here, of 
why its make-good is so good. All that 
is clearly shown in the catalog, to 
which you are welcome. 


Glad to submit for your examination 
and check up, records of its economy 
performance in the field. A perform- 
ance that has lived up to the shop test, 
unbelievable as that may seem. 


Send for catalog. Get the facts. See 
for yourself. 


ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 
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BETTER LINES 
ane built with 
PORCELAIN PRODUCTS 


PORCELAIN PRODUCTS, INC. 


Parkersburg, West Virginia, U.S. A. 
HI-VOLTAGE INSULATORS —SINCE 1894 











PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bage—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 
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A typical Beginning of some 25,000 impartial reports 0 
Socony-Vacuum Field Engineers...to guide us in refining 


oils suited to actual Plant conditions: 





TONIGH T— in hotels across the country Because they do—Socony-Vacuum “Cor- 
—Socony-Vacuum Field Engineers are rect Lubrication” has saved millions in 
writing their reports! 110 different industries. Improved pro- 
News of what Gargoyle Lubricants did duction. Lowered power, maintenance 
today in service. and oil costs. 

News of new methods . . . problems. The advice of a Socony-Vacuum Engineer 


These hard-boiled facts leave no loopholes. may result in surprising economies in your 
Gargoyle Lubricants must meet operating own plant. A word from you will bring 
conditions! him there. 


How Socony-Vacuum Engineering Service Can 
Save Money in your Plant: 


1 Curb losses that boost power greater machine efficiency. 


consumption and costs. Para 
tae hg west cae 4 Lower lubrication costs. 


2 Decrease m nance. 
Decress ainte : 5, Help your men find ways to 


3 Improve production results by devise important economies. 


SOCONY-VACUUM (==) se: 


CORRECT LUBRICATION a INDUSTRY 








71 Years’ Lubrication Experience — the Greatest in the Business 
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odel 1! digs trench 11!" 
» 22" wide, depths to 5!/,'. 


odel 12 digs trench 14!/," 
» 24" wide, depths to 5!/2'. 


~ 


ACCURATE... Low'cast ditching 


C4 Put a Buckeye Ditcher on the job and you know that the trench 
will be completed on schedule and at minimum cost. No soil 

ORIGINATORS condition short of rock is too difficult and you have available 
of the , the power and the choice of digging speeds that make re- 


markable savings in time. When you buy a Buckeye you are 
WHEEL: TYPE getting a machine into which has gone all the engineering skill 
DITCHER and experience that comes from well over a third of a century 
: of building trench excavating machines, in use wherever pipe- 
lines are laid, the world around. 


BUCKEYE TRAILER 


ot ease in transporting Buckeye Ditch- 

Hs, investigate the advantages of these 
gged, easily loaded trailers—built in 
10, and 15 ton capacities. 


THE BUCKEYE TRACTION DITCHER CO. 
. FINDLAY, OHIO ° 
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I. CREATIVE ABILITY 
2. SALES ABILITY 
3. SERVICE FACILITY 


are the three “‘MUSTS”’ of successful Advertising 


Medium Management... 


@ Creative Ability —to provide something new, something 


different, something interesting which attracts Buyers. 


@ Sales Ability — to convince Advertisers that both the 
Advertisement and the Medium are well worth the money 


they represent. 


Service Facility —to place, time and control that adver- 
tising to the best interest of the advertiser whether his 
advertising message be addressed to the Neighborhood 
or the Nation — 


A constant experience of nearly 50 years guides 


BARRON G&G. COLLIER, INC. 
745 Fifth Avenue, New York 
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...and that means the end of restricted high 
price coal buying . . . ask any user. Today with 
Stowe Stokers you can buy the coal that repre- 
sents lowest cost per B.t.u. laid down in your 
storage yard . . . with entire confidence . . . re- 
gardless of its analysis or burning character- 
istics. 

Stowe Stokers of similar construction are 
burning, at high efficiency, the entire range of 
fuels from 5% Ash Pocahontas slack to the 
high ash low fusing coals found west of the 
Mississippi River. They permit operators to 
change from one coal to another as strikes, 
fires, fluctuating mine prices, and changing 
rail, water and truck rates make one coal or 
another the more advantageous to burn. 

New, modern and characterized by impartial 
observers as the greatest forward step in 


Public Utilities Fortnightly 


mechanical firing in the last 10 years, Stowe 

Stokers will simplify your operations . . . permit 

the use of a less costly furnace construction . .. 

reduce by 50% the carbon loss in the ash... 

minimize draft problems and the stratification 

of gases, and provide other efficiencies and 

economies so great that one user reported: 

“The savings I have effected with Stowe 

Stokers are so great I could not afford to use 

other types even if they were given to me free.” 
More complete details and a fully illustrated 

and descriptive catalog will 

be sent on request. Send for 

a copy. It will pay you to 

investigate Stowe Stokers’ 

many exclusive features for 

either new or modernization 

projects in your plant! 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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H YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED RUNNERS 
* Penstocks 
* Butterfly Valves 
* Power Operated Rack Rakes 
* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 


MASTER-LIGHTS 

















“THE MOST POWERFUL AND SERVICEABLE” 
HAND SEARCHLIGHTS— 
WORKLIGHTS— 
3 REPAIR CAR ROOF LIGHTS 


MADE SPECIALLY FOR 
ELECTRIC—GAS—TELEPHONE 
REPAIR CREWS 





WRITE FOR FOLDER ee 


MORE IMPORTANT 6 "CARPENTER MANUFACTURING CO. 
THAN EVER BEFORE Cambridge, Mass.—Cable address “Portalite” 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolu- 
tionary larger-capacity foam equipment for 
flammable liquid fires. 

The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34," to 2!/>"). 
When the water is turned on, PHOMAIDE, 
anew foam-making solution carried in a Hip 
Pack, and air are automatically drawn into 
the water stream in the proper proportions 
to form foam. 

There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold by 


aansas erty 


ex 5 
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AMERICAN STREET ILLUMINATING COMPANY 
261 NORTH BROAD STREET PHILADELPHIA, PA. 























Use the HAYS .< COPPER METHOD 


me HOOK-UP 
SeriCIENTLY 


More than 
400 
Styles and 


4A Modern APPLIANCES 
SL and ECONOMICALLY 


WHEN you use Double Seals you get doubly 

tight connections. Note how the 2 faced 

flare of the tubing fits snugly over the 2 

machined seats of the fitting to make mechan- 

ically strong copper tube connections. Every 

Double Seal joint is a union joint and only Hays 

Double Seals tie in 100% with iron pipe ina 

wide selection of styles and sizes. Connect appliances and 
instruments; [install Jwater and gas service lines and use the 


Hays Copper Plumbing Method for general utility work. It's 
tested under se- derwriters’ Labora- 
vere stresses and ‘3 \ tories. Send for 
approved by Un- is details. 


ERIE, PENNA. 


UBLE SEALS 


HAYS MFG. CO. 
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RATIO OF METER READINGS TO TRUE WATTHOURS 
~~ } 


° 
_ 











December 9, 1937 


Public Utilities Fortnightly 73 





NOW the WATTHOUR METER for 
LARGE and SMALL Single-phase Loads 
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220 240 
VOLTAGE 


8 


WE know, today, of a six-room house so fully 

equipped electrically that it has a maximum 
demand, for appreciable periods, many hundred 
limes as great as under light-load conditions. 


That may be unusual; but it does indicate the kind 
of loads that you can expect in the future. 


The watthour meter to measure these loads, in such 
away as fully to protect your revenue, must be 
accurate between wide limits. 


The G-E Type 1-30 is such a meter. As you can 
see from the top curve, of the 15-ampere, 240-volt, 
d-wire, 60-cycle rating, this meter has an almost 
straight-line characteristic between the amazingly 
far-apart limits of 0.5 and 60 amperes. That makes 


GENERAL @ ELECTRIC 


it suitable for widely varying single-phase loads. 


But that is not all. See, from the other curves, how 
little the I-30 meter is affected by changes in tem- 
perature or voltage. 


Therein lie advantages that you gain by the adop- 
tion of the Type 1-30 watthour meter—simplifica- 
tion, low inventory investment, and protection of 
revenue. It will fit, without change, into any 
present program of meter mountings and housings. 


A G-E meter specialist will gladly supply complete 
information and prices. Address the nearest G-E 
sales office, or General Electric, Dept. 6— 201, 
Schenectady, N. Y. 


_ 400-27E 
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® Strawberries out of season! Porterhouse 

steaks in January! These are typical luxuries 

now enjoyed by thousands of American farmers, 

and at a cost far below current retail prices— 

they are the direct result of a new application of Frigidaire equipment . . . The farmer 
has gone to town! While meats, poultry, fish, game, fruits, vegetables, berries and other 
perishables were at their lowest cost they have been taken to the local locker storage 
plant, quick frozen, then stored away in individual refrigerated lockers to be consumed 
when wanted. 

Locker Storages constitute a market to which larger-than-average refrigeration installa- 
tions can be sold. Hundreds are now in existence —thousands will spring up within the 
next few years, for a large percentage of the population resides in rural areas. 

Consider Locker Storage a mew outstanding load building possibility for 1938. It is 
growing in rapid strides. Be fully informed. Write us today for literature telling of the 
enormous potential which lies before you. 


FRIGIDAIRE DIVISION - GENERAL MOTORS SALES CORPORATION - DAYTON, OHIO 
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SARC: 
WELDER 


“4 Here’s thrilling news! A 
full size, heavy duty Alad- 
din Electric A WELDER 

—only $39.25 with De Luxe 
Accessories! Not a toy, but a 
big, 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
cast iron parts to light sheet 
metal. A sturdy, welded-steel- 
construction machine, yet 
easily portable on casters, 


WORKS. FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Economical—costs only a few pennies an 
hour to use. Often pays for itself or first or 
second job. Can be carried right te outside jobs 
in auto truck or side car. as complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs includ 

ney a Detalis FREE! 

Send no money! rite today for fascinati 

facts about this new Aladdin ARC WELDE 
with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
and construction work—a highly efficient machine 
GUARANTEED TO MEET ALL CLAIMS, at a 
fraction of the price asked for others—at a say- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated 
COMMONWEALTH MFG. CORP. 
Davis Lane Dept. U-70 |, Ohie 














GOOD 
INSULATORS 


VI 
Insulators are only as good as the 
experience and workmanship put in- 
to their production. 
Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Vicror made insulators are Goop 
InsuLATORS. 





Catalog on request 


Victor Insulators, Inc. 








Victor, N. Y. 








— 
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USE Re E CENTRALIZED SERVICE 


Use R.& LE. centralized Service for the 
whole job — complete substation design 
and equipment. There is a big advantage 
in putting the entire problem under one 
responsibility. 

In R. & I. E., the Public Utilities have 
found engineering ability to cope with 
every outdoor and indoor switching prob- 
lem. Here are complete design and manu- 


facturing facilities under one roof. 


From the layout to the lines, R. & I. E. 
offers the benefit of twenty-five years ex- 


perience, 


| 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. | 
GREENSBURG. PA. 
Sales offices in principal cities 
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VULCAN SOOT BLOWER CORPORATION 


CDu Bois 


C Pennsylvania 


Public Utilities ‘Fortnightly 


E review magazine of current opinion 
and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


§ Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


§ The only magazine furnishing current 
and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


§ A magazine of unusual value and cur- 


rent stimulation to all persons holding 


positions with, or having a financial in- 
interest in, public utilities. 





Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bidg., Washington, D. C. 
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The sale of Modern Lighting 
for Modern Store Fronts should 
begin at Home! 





SE A PT LON is ara 


Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 
convince the merchants and property owners of Cumberland, Md., of the 
value of brightly lighted stores. 


A modern store front demands modern illumina- practice what we preach... because we know it 
tion, And modern illumination means a heavier means better business!” 
lighting load. There's a — oy: nd “— Put a new Pittco Front on your utility show rooms. 
By nod mii ati ot.9 SOW Se a eo Make them an example of what you preach. And 
ee See, when the Pittco Store Front Caravan, sponsored 
im but to take best advantage of this tie-up ...to by Pittsburgh Plate Glass Company, comes to your 
im onvince prospects in your community of the sound-__ territory, don’t miss it. It shows you numerous 
ness of store front modernization with better light- actual examples of modern store front lighting. It 
ing... there’s nothing more valuable than an offers you an opportunity to cooperate with a pro- 
ictual example . . . on your own show rooms... motional effort that leads directly to more business 
of just what you mean. for you. Contact our local branch for data about 
You talk to a merchant . . . tell him the need for ed peng _— al ws ha “py eaee alee 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 


And to clinch the argument, you say “Look at our 
own quarters down the street. There’s a new Tpit PITTS BU RG H, 
PLATE GLASS COMPANY 


front .. . illuminated in the modern manner. We 
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DEPENDABLE 


For three-quarters of a century, the 
Graver Organization has been designing, 
constructing, and erecting every type and 
size tank and steel vessel for munici- 
palities, public utility and industrial 


companies. 


Whatever your requirements, Graver can 


serve you most efficiently. 


Gas Holder Shell and Cover for Sewage 
Disposal Plant, Madison, Wis. 
NEW “BREATHER” LIME AND SODA 
ROOFS SOFTENERS 
GAS HOLDERS IRON REMOVAL 
PLANTS 


TAVelded Riveted 
elded or Rivet 
Steel or Alloys STERILIZERS 


Shop Assembled or 
Erected on the job SETTLERS 
CONDUITS FILTERS for 


Mineral, Taste, 
CAISSONS Color, Odor 


ZEOLITE SOFTENERS Removal 
PIPING, FITTINGS, ACCESSORIES 


Tell us what you need and let us send Literature. 


GRAVER TANK & MFG. CO., INC. 


75 Years of Dependable Service 
New York, N. Y. East Chicago, Ind. Chicago, 111. Catasauqua, Pa. 


Two-Lift Gas Holder, “ay “ae 30,000 
ne to 100,000 cu. jt. 


LEFT—35-ft. Graver Gas Tank erected at Nappanee, Ind. 
i CENTER—Graver Zeolite Water Softener. 
RIGHT—Graver Pressure Filter. 
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PROFESSIONAL DIRECTORY 





DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


Ford, Bacon & Davis, 3NC. pace cases 


Engineers 
VALUATIONS AND REPORTS 
NEW YORK 


APPRAISALS 
INTANGIBLES 


DALLAS WASHINGTON 








CHICAGO 


SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 


SAN FRANCISCO 








NEW YORK, N. Y. 


NEW ORLEANS, LA. 


MARK WOLFF 
Public Utility Consultant 


Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 


CHICAGO, ILL. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











EDWARD J. CHENEY 


ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 


ROBERT S. RAINS 
Special Consultant 
Accounting—Taxes 
mee | an. haben - Cc. 





ROBERT 8. a 
Former Special Consul 
Federal Communiestions Commatesten 
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gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 
in all matters relating to rate questions, ap- 
Praisals, valuations, special reports, investiga- 
tions, design and construction. « «€ 





SPOONER & MERRILL, INC. 


Consulting Engineers 


Design—Supervision of Construction 
—Reports—Examinations—Valuations 
20 North Wacker Drive Chicago, Ill. 
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RAPID STACK, 
MODEL 1 


Fastest posting equip- 
ment on market. Left 
hand finds record— 
right hand enters in- 
formation, 


Office Executives have defined good management as 
“Sound judgement based on past experience.” This ex- 
perience must be available for rapid, accurate answers 
to hundreds of Who? What? When? Where? How Much? 
questions which arise daily. 


Because Postindex Visible Files give the fastest posting 
and reference facilities on the market today, operating 
executives in increasing numbers, are turning to Postindex 
for solution of their record problems. 


Exclusive Postindex advantages: (1) Patented, self-align- 
ing, trunnion-wire, form-holder gives perfect lay-back to 
forms—prevents build-up; (2) All parts of Postindex 
equipment (except form itself) are metal—n to tear 
or break; (3) Form has 4-sides to write on—double capac- 
ity and utility of single page form; (4) Form is its own 
holder; (5) Offset signalling; (6) Types of files to suit 
the specific use requirement, whatever it may be. 


Write today for complete catalog of Postindex Visible 
Filing Equipment. 





REFERENCE CABINET, 
MODEL 3-B 


Compact, speedy and economical. 


POSTINDEX COMPANY 


JAMESTOWN, N. Y. 
ART METAL 
CONSTRUCTION CO. ' 


FLAT-BOOK 
MODEL 's 
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Just Move 
This Post 


your RIFaIb 
65R and Avoid the Bother 
changing Chaser Dies 


( 


No more wasted time looking for different size 
dies to thread 1”, 13’’ or 2” pipe. Simply move 
the setting post of your No. 65R to the pipe size 
you want. One set of dies instead of 4—one- 
fourth the bother. Thousands of users like the 
new-style workholder, too. Twist to pipe size, 
tighten one screw — quick and easy. No. 
65R cuts clean accurate threads in all varia- 
tions. A time, temper and money saver. 


he Ridge Tool Co. Elyria, Ohio 
at? No Repairs? 


RIZAID Pipe Wrenches, practically 
| Housings guaranteed not to break or 
stops fully 75% of your wrench troubles. 


Cells 1 (D PIPE TOOLS 
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AMAZED AT 
PLYMOUTH’S 
LOW PRICE 
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PLYMOUTH BUILDS GREAT CAR 





